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ree re ORDERS OF REFERENCE 


House oF COMMONS 
Fripay, 12th April, 1946. 


Resolved,—That a sessional committee on Railways and Shipping owned, 
operated and controlled by the Government be appointed to consider the 
accounts and estimates and bills relating thereto of the Canadian National 
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
Air Lines, saving always the powers of the Committee of Supply in relation to 
the voting of public moneys; and that the said committee be empowered to 
send for persons, papers and records and to report from time to time, and that, 
notwithstanding Standing Order 63, the said committee consist of Messrs. 
Chevrier, Clark, Coyle, Belzile, Bourget, Emmerson, Gibson (Comoxz-Alberni), 
Harkness, Harris (Grey-Bruce), McLure, Hazen, Jackman, LaCroix, Lockhart, 
Maybank, McCulloch (Pictou), Moore, Mutch, Nicholson, Picard, Pouliot, Reid 
and Shaw. 


Monpay, 15th April, 1946. 


Ordered,—That the Annual Reports for 1945 of the Canadian National 
Railways, the Canadian National Railways Securities Trust and the Auditors 
of the Canadian National Railway System, tabled this day, and the: Annual 
Report for 1945 of Trans-Canada Air Lines which was laid on the Table of 
the House on April 11, 1946, be referred to the said Committee, together with 
the following items of estimates for 1946-47:— 


Vote 422, Maritime Freight Rates Act— 
Canadian National Railways; 


Vote 423, Maritime Freight Rates Act— 
Railways other than Canadian National; 


Vote 469, Prince Edward Island Car Ferry and Pennine 
Deficit 1946; : 


And that the resolution passed by the House on March 28, 1946, referring 
certain estimates to the Committee of Supply, be rescinded in so far as the said 
resolution relates to Votes Nos. 422, 423, and 469. 


Turspay, 16th April, 1946. 


Ordered,—That the Annual Report for 1945 of the Canadian (West Indies) 
Steamships Limited, tabled this day, be referred to the said Committee. 


WeEpNESDAY, 8th May, 1946. 
Ordered,— That the Budget of the Canadian National Railways and the 
Canadian National (West Indies) Steamships, Limited, for the calendar year 
1946, tabled this day, be referred to the said Committee. 
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ARTHUR BEAUCHESNE, hae 
Clerk of the House. 


REPORT TO THE HOUSE 
Monpay, 13th May, 1946. 


The sessional committee on Railways and Shipping owned, operated and ty 


First REPORT 


‘ 


Your Committee recommends: iz 


1. That it be authorized to print from day to day, 500 copies in English 
bond 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto; Bae 


2. That is be given leave to sit while the House is sitting; | 4 vs 
3. That its quorum be reduced from 12 to 8 members. hie 
All of which is respectfully submitted. U 


H: 'B. McCULLOCH, 
Vice- Chairman. 


Et 


we 


MINUTES OF PROCEEDINGS 


Room 497, Housrk or CoMMONs, 
Monpay, 13th May, 1946. ’ 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 o'clock, a.m., for 
organization. | 


Members present: Messrs. Chevrier, Coyle, Belzile, Gibson (Comox- 
Alberni), Harkness, LaCroix, McCulloch (Pictou), Moore, Mutch, Nicholson, 
Reid, Shaw.—12. 


The members proceeded to elect a Chairman. 


On motion of Mr. McCulloch (Pictou), it was unanimously agreed that 
Mr. S. M. Clark be Chairman of this Committee. 


The Committee was advised that a telephone message had just been received 
that Mr. Clark, owing to serious illness in his family, was prevented from 
attending this meeting. 


_ On motion of Mr. Reid, it was unanimously agreed that Mr. McCulloch 
(Pictou) would act as Chairman of the meeting. 


Mr. McCulloch took the Chair, explained the purpose of the Meeting. 
On motion of Mr. Nicholson, it was 


Resolved,—That the Committee ask leave to print, from day to day, 
500 copies in English and 200 copies in French of the minutes of proceedings 
and evidence taken before the Committee, and that Standing Order 64 
be suspended in relation thereto. 
On. motion of Mr. Belzile, it was 


Resolved,—That the Committee ask leave to sit while the House is 
sitting. 


On motion of Mr. LaCroix, it was 


Resolved,—That the House be asked to reduce the quorum of the Com- 
mittee from 12 to 8 members. 


It was agreed that the Acting Chairman would report to the House 
accordingly and ask concurrence therein. 


The Committee then discussed the agenda for future meetings. Honourable 
Lionel Chevrier, Minister of Transport and a member of the Committee, sug- 
gested that the order of business followed in previous years might be adopted, 
iie., that the Committee would first consider the 1945 Report of the Canadian 
National Railways System and other Companies related thereto, then the 1945 
Report of the Auditors and finally the 1945 Report of Trans-Canada Air Lines. 
The Minister advised that he had consulted with the Minister for Reconstruc- 
tion and Supply (Hon. C. D. Howe) and that he concurred in this arrangement. 
The Committee agreed to this procedure and were informed that the Directors 
and Officials of the Canadian National Railway System were ready to proceed 
immediately. 


On motion of Mr, LaCroix, the Committee adjourned at 11.25 o’clock, to 
meet again at 11 o’clock a.m., to-morrow, Tuesday, 14th May, 1946. 
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SESSIONAL COMMITTEE 
~ Room 497, 


House or COMMONS, 
Turspay, 14th May, 1946. 


The Sessional Committee on Railways and Shipping owned, operated and. 


controlled by the Government met this day at 11.00 o’clock a.m. Mr. McCulloch 
(Pictow) presided. 


Members present: Messrs. Chevrier, Gibson (Comoz-Albernt), Harkness, 
Harris (Grey-Bruce), Hazen, Jackman, LaCroix, McCulloch (Pictou), Moore, 
Mutch, Nicholson, Picard, Pouliot, Reid—14. 


In attendance: (Representing Canadian National Railways): Mr. R. CG. 
Vaughan, Chaitman and President; Mr. N. B. Walton, C.B.E., Executive Vice- 
President; Mr. T. H. Cooper, Vice-President and Comptroller; Mr. N. J. 
Macmillan, General Counsel; Mr. W.S. Thompson, Director of Public Relations 
and Mr. 8. H. May, General Auditor; (Representing G. A. Touche & Company, 
Government Auditors for C.N.R.): Mr. O. A. Matthews; (Representing Depart- 
ment of Transport): Mr. C. P. Edwards, Deputy Minister and Mr. F. M. 
Maclennan, Assistant Deputy Minister and Comptroller. 

Mr. Vaughan read a statement to the Committee and was questioned thereon. 

Consideration was begun of the 1945 Report of the operations of the 
Canadian National Railways. Messrs. Vaughan, Walton and Cooper were 
questioned thereon. 

Mr. Vaughan next read a statement with respect to the fixed charges of the 
Canadian National Railway System. Questions concerning this statement were 
answered by Messrs. Vaughan and Cooper. 

The Minister of Transport (Hon. L. Chevrier) replied to questions with 
regard to steps under consideration by the Government with regard to certain 
regulatory control of competition between railway and highway services. 

On motion of Mr. Mutch, the Committee adjourned at 1.00 o’clock, p.m., 
to meet again this day at 4.00 o’clock p.m. 


The Committee resumed at 4.00 o’clock pm. Mr. McCulloch (Pictou) 
was in the Chair. 


Members present: Messrs. Chevrier, Gibson (Comox-Alberni), Harkness, 
Jackman, McCulloch (Pictou), Moore, Mutch, Nicholson, Picard, Pouliot—10. 

In attendance: The same officials as are named above. 

Messrs. Vaughan, Walton and Cooper were questioned with regard to the 
1945 Report of the operations of Canadian National Railways and the post-war 
projects and plans for the improvement of the Company’s service to the public. 

The Minister of Transport informed the Committee that in the interim he 
had inquired from the legal officers of the Department and had been advised 
that in 19387 the Department of Justice had given a ruling that the Dominion 
Government had power to legislate with regard to both international and inter- 
provincial highway traffic, but that some Provinces had challenged this ruling 
and that, as a consequence, the Department had withdrawn the control section 
of contemplated legislation with regard to such traffic. 

As the Committee was not unanimously agreed to sit at 8.00 o’clock this 
evening, it was decided that the Committee adjourn to meet again at 11.00 
o’clock, a.m., on Wednesday, 15th May, 1946. 


T. L. McEVOY, 


Clerk of the Committee. - 


MINUTES OF EVIDENCE 


House or Commons, 


c | May 14, 1946. 


The Sessional Committee on Railways and Shipping met this day at 11 
o'clock am. The Acting Chairman, Mr. H. B. McCulloch, presided. 

The Acting CHAIRMAN: Gentlemen, the first matter before us today is the 
report on the Canadian National Railways. I shall ask Mr. R. C. Vaughan, 
President of the Canadian National Railways to make his statement. 


Mr. VaucHAN: Our reports for the year 1945 have been distributed, and in 
! accordance with what has become a well established practice, we are here before 
the committee to supplement the reports to whatever extent and in as much 
detail as the members of the committee may desire. This meeting is analogous 
to an annual general meeting of shareholders, except that the shareholders or 
their proxies in privately owned enterprises are not furnished with such full 
information or are given the same latitude to question the management as the 
members of this committee possess. We are very glad to give all the information 
that is required. This is as it should be. Through the committee, parliament 
and the people of Canada may secure all the information they require on the 
affairs of these state owned enterprises, the Canadian National Railway System, 
the Canadian National (West Indies) Steamships and Trans-Canada Air Lines. 
It is very gratifying to be able to present such another excellent report for 
Canadian National Railways. We had a net income surplus for the year of 
$24,756,130 or $1,729,206 better than in the preceding year. In general the 
results of operation in both years were very similar. Gross revenues were only 
1-7 per cent below 1944, operating expenses were two per cent less. Net revenue, 
which means the amount of revenue left after paying all operating expenses, 
was $78,479,000 in 1945 compared with $78,600,000 in 1944. Net income 
available for interest was $71,084,000 in 1945 and $71,086,000 in 1944. Itis a 
curious coincidence that when all the multitudinous waybills, tickets, payrolls, 
vouchers, etc., necessary for the “business of moving 80 million tons of revenue 
freight and 30 million passengers with all our ancillary services—express, 


. telegraphs, sleeping and dining cars, mail, hotels and subsidiary company opera- 
tions—have been accounted for and drawn down to a final total the net income 
before interest differs by only $12,000 from the corresponding figure for the 


previous year. Net income before interest at $71,084,000 shows that we earned 
approximately 34 per cent on our total capitalization of $2,024,708,137, a most 
Satisfactory achievement and one I must add made possible only by the 


a abnormally high revenues which we enjoyed, and the untiring efforts of the 
officers and staff, 

7% We take a little satisfaction from the accuracy with which we forecasted 
3 the results last year. The budget for 1945 which we submitted to the committee 
a estimated the gross operating revenues at $433 millions. The actual revenues 


were $433,773,000 or within one-fifth of one per cent of the estimate. Operating 
expenses varied from the estimate by about one-seventh of one per cent and the 
., surplus for the year by less. than one per cent. We would like to think our aim 
for 1946 will hit the target so accurately. 
‘ The war is over. The movement of men and munitions to the fighting fronts 
‘is finished. The repatriation of the troops and their dependents is proceeding 
apace, ‘being retarded only by the shortage of shipping. Reconversion from 
wartime to normal conditions is the order of the day. There is no need to go 
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over our war record, it speaks for itself, but let me say that if ever there were 


doubts as to the capacity of the railway or of its efficiency, or of its being a 
national necessity at all times, such doubts must have been completely dispelled 
by the record of the past six years. 

Now we face new problems. The shortage of labour is behind us. The 
supply of repair material still remains difficult and in some cases critical. We 
have some arrears of maintenance to catch up. The supply of coal is a matter 
for anxiety. Traffic receipts are falling off, operating costs are increasing, and 
our big problem is how to meet our heavy fixed charges. The change over from 
war to peace affects production in all sections of the country which is imme- 
diately reflected in our traffic receipts. It is difficult to estimate how far the 
reduction in revenues will go, how much of it is temporary and how much will 
be recovered. Our 1946 budget forecasts a decrease in earnings of $48,700,000 
or 11 per cent. For the first four months of the year the decrease has been 
nine per cent. Our difficulty is that we cannot pull expenses down as much or as 


quickly as the drop in revenues. There are many reasons why this is so. Some 


expense varies with traffic volume, other expense does not. General administra- 
tion expense, 'depreciation, pensions, snow removal, etc., for example are 
controlled by factors other than the immediate traffic movement. We consider 
33 per cent of the expense for maintenance of way and structures varies with 
traffic, 58 per cent of maintenance of equipment and 85 per cent of transportation 
expense. Then of course we are not compensated at the same rate for an equal 
amount of effort. Commodity rates vary. Manufactured products earn a higher 
rate per ton mile than do the products of agriculture, mines and forests. Last 
year we were moving large quantities of material related to the war effort. This 
traffic has been replaced by less remunerative traffic. In the first quarter of this 
year we had an increase in car loadings and we operated more freight trains but 
our revenue per ton mile decreased from -947 cents to -902 cents and our freight 
revenues decreased by $6,474,000. Likewise in the passenger service, we ran 
more passenger train miles but had a decrease in passenger revenue of $1,673,000. 
We are therefore doing more work for less money. 

But we are much more concerned about the constantly increasing costs of 
operation. There seems to be no end to the increases in wage rates and material 
prices. The report on last year’s operations: points out that operating expenses 
in 1945 were increased ‘by $69,391,000 due to higher wage rates and higher prices 
for materials as compared with the pre-war price level. Since the war began 
our employees received the cost of living bonus of $19.93 per month, and a 
general wage increase of 6 cents per hour of $12.48 per month. These two 
together gave an employee an increase of $389 per annum on a straight time 
basis (our employees in Canada last year totalled 95,393). In turn overtime 
rates of pay had to be increased proportionatelys Vacations with pay, changes 
in working conditions, and other wage adjustments have added to the payroll 
expense. The average hourly rate of pay increased from 66 cents in 1939 to 84 
cents in 1945, an increase of 26-6 per cent, representing an increased charge to 
operating expenses of $43,041,036. Increases authorized by the National War 
Labour Board during 1945 are estimated to cost $1,232,647 a year. Other 


increases authorized in 1946 will cost $430,000 a year and further applications — 


have been received which if granted would add considerably over $30 millions 
to our payrolls. 

Material prices have increased substantially during’ the war and are still 
increasing. For example, treated ties which cost us $1.33 in 1939 cost $1.79 in 
1945; untreated ties which previously cost 60 cents now cost $1.15; new rail has 
gone up from $48.98 to $57.70 per ton; locomotive coal from $4.11 to $6.14, an 
increase of $2.03 per ton. When you realize we consumed last year 6,725,320 


tons you see why an increase of $2.03 per ton puts our fuel costs up. by ~ 
$13,645,000. The price of steel and steel products excluding rail increased by — 
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12 per cent, lumber excluding ties by 47 per cent and other general material by 
20 per cent. All in all we estimate our costs in 1945 were increased by $26,352,000 
over what they would have been had the 1939 price ceilings been observed for 
- materia] used in railway maintenance and operation. Prices for materials in 
1946 it is estimated will be higher than in 1945 by several millions of which 
$2,000,000 is attributed to higher prices for fuel. 

And so it goes. We are in the toughest kind of a squeeze play. Our 
selling prices are frozen but our production costs are mounting in ominous 
fashion. Even a continuation of traffic volume at wartime levels would not 
suffice to enable the railway to shoulder additional burdens, of the magnitude 
I have outlined, without relief of some sort. Traffic volume is now falling. In 
the month of April our receipts were down $4,341,000 or 12 per cent. Our May 
budget forecasts a decrease for that month of $7,171,000 or 19 per cent. It 
looks as if in the first five months of the year our traffic receipts will be $20 
millions below those of the previous year. 

The burden of fixed charges also is a matter of grave concern to all of us. 
Ii has always been a matter of concern but it becomes more so as we face 
declining revenues and increasing costs. Our fixed charges in 1945 were 
$49,009,000 of which $26,021,000 was for interest on funded debt held by the 
public and $20,306,000 was for interest paid to the government. They absorbed 
11-3 per cent of our gross revenues, a ratio nearly twice that of the Canadian 
Pacific or the class one roads of the United States. As our revenues fall off 
the percentage relationship will increase, of course. No other comparable 
railway shoulders such a burden. 

I am sorry that these remarks are in such sharp contrast to the report for 
1945 which we are about to examine but I do not wish to leave any misconception 
as to the basic situation which exists and which is emerging as business recedes 
from its wartime intensity. 

The Acting CHatrman: Thank you, Mr. Vaughan. I think you, as 
president of the Canadian National Railways, and your officers deserve a great 
deal of credit for the showing you have made in this report. 

Mr. VaucHan: Thank you. Shall I proceed with the reading of the annual 
report? 

The Acting CHAIRMAN: Yes, please. 

Mr. Vauchan: In conformity with The Canadian Nationai-Canadian Pacific 
Act, 1936, the Board of Directors submit the following report of the operations 
of the Canadian National Railways for the calendar year 1945. 

The downfall of Germany and Japan relieved the nations of the terrible 
afflictions of world-wide war, but it did not end their problems. The period we 
have now entered brings great uncertainty and imposes new and highly complex 
responsibilities, and Canada, which acquitted itself with honour in the war, 's 
called upon to share these obligations. 

In the Dominion’s contribution to the work of building the new world which 
must arise out of the ruins of the old, the Canadian National System will play a 
valuable part, as it did in the war. Its co-operation, direct and effective, will he 
available in all the activities leading to a bigger and better Canada, whether it 
be in the fields of increased industrial and agricultural development or greater 
exploitation of the country’s mineral and other resources. All departments of — 
the railway are giving these matters close attention. 

Post-war projects were studied during the past year and plans were advanced 
for the improvement of the Company’s service to the public, particularly in regard 
to accelerated schedules and the provision of equipment designed for more econ- 
omical operation and greater convenience and comfort for passengers. 
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Competition between railway and highway services presents a problem GEN 


growing importance. It is desirable that this competition should be on a fair 
basis, having due regard to public convenience and necessity. To accomplish 
this, common regulatory control would seem to be necessary. 

Further evidence of the Svstem’s ability to meet the heavy demands made 
upon it as a public service is to be found in the 1945 traffic figures. They also 
reflect the change in pace and direction as the world moves out of wartime 
emergency into reconstruction. Traffic volume continued at a high level during 
the first nine months of the year, then the trend was gradually downward. 
Revenue freight for 1945 amounted to 79,941,296 tons and 30,370,680 passengers 
were carried. 

Resulting from 1945 operations, a surplus of $24,756,180 has been turned 

over to the federal treasury, after the payment of interest due the public and the 
government. This was an increase of $1,729,206 over the surplus for 1944. ~ 
- The following is a summary of the operating results. The full income state- 
ment appears on the opposite page. 


1945 1944 
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SEI Ne ROE RE AME Pa ET RHE IRD ar EOE NCA TL $ 24,756,130 00 $ 23,026,924 35 


While shortages of labour and materials continued to restrict certain classes 
of work, the property was maintained to meet the heavy demands of traffic. 
Every effort has been made to maintain a high level of operating performance. 
Freight train loading and speeds, and the utilization of equipment, have been 
well maintained. 

The repatriation of Canada’s armed forces: added to the strain on. the 
Company’s facilities and equipment. A large number of special trains was 
required to meet the ships at Halifax, New York, Quebec-and Vancouver to 
transport returning service personnel to all parts of the Dominion. Arrange- 
ments made in anticipation of this heavy and concentrated movement enabled 
the railway to handle the trains with dispatch. To fill the repatriation needs, 
it was found necessary to withdraw many sleeping and dining cars from regular 
passenger service, but the public accepted the inconvenience with wholehearted 
understanding, and the Directors gratefully acknowleged their co-operation. 

By the end of the year 7,015 Canadian National men and women had been 
released from the armed forces and welcomed back by the management and 
their fellow employees. The re-establishment program is proceeding smoothly 


under the supervision of the headquarters committee referred to in last year’s . 


report. Regional sub-committees of the Rehabilitation Committee organized 
fifteen years ago to re-establish employees injured while on railway duty have 
been set up throughout the System to expedite the re-employment of men suffer- 
ing physical disabilities as a result of war service. In engaging new personnel, 
it is the Company’s policy to give preference to those who have had war service. 


RESULTS OF OPERATIONS 


OPERATING REVENUES. ‘Traffic continued at a very high level. There were | 


changes in its nature and direction but not to any great extent in its volume. 
Gross revenues amounted to $433,773,000 and were $7,374,000 or 1-7 per cent 
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below those of 1944. To the end of September the average daily earnings were 


slightly higher than those of the previous year; in the last quarter of the year, 
however, the decrease was 5:8 per cent. For the entire year freight revenues 
decreased 1-6 per cent, passenger revenues decreased 6:6 per cent, express 
revenues increased 6:7 per cent and other revenues increased 3-3 per cent. 
The tonnages of freight traffic by commodities are given on pages 32 and 33 
of this report. Due to the war such statistics have been withheld from publica- 
tion since 1941. Figures for the past four years are included in this report as a 
matter of record. | 


OPERATING EXPENSES amounted to $355,294,000 and were $7,253,000 or 
two per cent less than in 1944. The 1944 accounts included $5,428,000 for 1943 
backtime payrolls; there was no similar charge in 1945. The provision made 
for deferred maintenance was $5 millions in 1945 compared with $10 millions 
in 1944. Equipment depreciation charges amounted to $16,974,000 compared ~ 
with $19,853,000 in 1944, the reduction resulting from the adoption in 1946 
of a depreciation rate of 34 per cent which is the average of the rates used 
by United States Class I railroads. The reductions referred to were partly 
offset by increased maintenance and by some increase in the cost of moving 
traffic. Pension costs also increased. 

The increased cost of moving traffic, not compensated by additional revenue, 
was related to the considerable empty movement of passenger equipment to the 
seaboard for troop repatriation, also to the movement of Company fuel which 
had to be brought in from the United States at Sarnia and the Niagara Frontier 
for distribution throughout Eastern Canada. 

The Directors feel that attention should be drawn to the higher costs of 
operation resulting from higher wage rates and higher unit prices for materials 
used in railway operation and maintenance. As compared with 1939 the higher 
wage rates added $43,041,000 to the payroll in 1945 and higher unit prices 
added approximately $26,350,000 to the cost of materials. In the event of any 
substantial decrease in traffic volume, not otherwise compensated for, these 
higher costs of operation would prevent a continuance of the favourable financial 
results which the System has been able to report for the past five years. 

The above (see appendix “A’’) indicates what has happened in so far as 
operating costs are concerned. On the revenue side freight and passenger rates 
generally remained fixed at the pre-war level in accordance with the regulations 
of the Wartime Prices and Trade Board. Even so, by reason of changes in 
traffic characteristics, the actual revenues per ton mile decreased from 0-938 
cents in 1939 to 0-915 cents in 1945 and the revenue per passenger mile from 
2-035 cents to 1-953 cents. These reductions in average revenue rates are 
equivalent to a reduction in operating revenue of $10,742,000. 


Ner Oppratine Revenue. After deducting operating expenses, $355,294,000, 
from operating revenues of $433,773,000, net operating revenue was $78,479,000 


-in 1945. The corresponding amount in 1944 was $78,600,000. 


SURPLUS FOR THE YEAR, After making provision for various charges con- 
sisting of taxes, equipment and joint facility rents, exchange and discount, also 
for various income credits such as dividend and interest income, the results of 
hotel and subsidiary company operations, etc., the net income available for the 
payment of interest was $71,084,272. Interest payments to the public and 


a to the government totalled $46,328,142. After payment of interest the surplus 
for the year was $24,756,130, an increase of $1,729,206 over the previous year. 


: CAPITAL EXPENDITURE ACCOUNT 3 
The capital expenditure during the year amounted to $21,709,204, details 


of which are given on page 20. The major portion of the total expenditure was 
for new equipment acquired under hire-purchase agreements with the Dominion 
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Government, consisting of 1,980 box cars and 146 refrigerator cars costing 
$10,078,911. Many needed improvements had to be deferred by reason of the 
shortage of manpower and materials. 


FINANCE 


Funded Debt was reduced during the year by $56,273,908 and government 
loans increased $29,097,741, a net reduction of $27,176,167: Details are as 
under :— 

Funded Debt Retirements 
3% 16-year Guaranteed Bonds, Can. Nat. Ry. Co., called for redemption 


Wacember aD MLO4b ate pare iow Se Sct lyn Lema ein tan. ncaa $ 20,500,000 00 
3% 13-year Guaranteed Bonds, Can. Nat. Ry. Co., called for redemption 
PVeCemio er Toy LOCO Mae pail Pela ce 55 Mislisl age e ees EAU ee Sites cme nmennies eae 30,000,000 00 
4% Debenture Bonds of Stanstead, Shefford & Chambly Railroad Co....... 155,865 25 
5% ‘Indebtedness. to Province of New Brunswick ..0i....4 00.5 c0ek woe cases 818,000 00 
Hquipment Trusts—annual, principal. payments “6.0.08. pee eo ek we 4,200,000 00 
Various securities repatriated under the arrangements referred to in 1942 
TTL A LE DOE re PLT NV LTBOD «se 52e ocale ca hehe sd RL eg gDIUr Vn lacin natrctt gla i PG Tae coe peertele cents 600,043 14 
Recduehonl in Pundeds| Dabt ie eye uae ee een Cee Dag cee em a: Scene $ 56,273,908 39 


New Government Loans 
Loan to retire two Can. Nat. Ry. Co. bond issues as above at par, A. and 


St. L. Stock and various securities repatriated at market value........ $151,102 S705 ae 

Loans under Equipment Hire-Purchase Agreements ...............e0- e008 10 078.911 33 

A Nes oH MONE cosa BT etch aif gee wl ed se We ID oF aphis. Rm ND OI) Vega ia ay de $ 61,181,482 10 
Government Loans Repaid 

Poans repaid voutof 1944 ‘surplus earnings... ait. 2 Wave's cle «slots nie «oye $ 3,026,924 35 

Moausarepald out ole O45surplus Garnings /o.Asie eos Pine sentient eres eters aie 20,000,000 00 

Equipment Hire-Purchase annual principal PAyIMentss eee Nas vats elects res 5,322,170:-40 


Payment under Financing and Guarantee Act 1944. The amount available 
from reserves for depreciation and debt discount amortization in 1944 


exceeded the total capital requirements for the year................. 2,776,532 03 
Payment under 1938 Refunding Act, representing release of Trust Funds 
held re Can. Nor. Ont. Ry. "349, Debenture Stock an eacinyy Mase etait A eam 958,113 83 
EMTALA AE CDA VIN CNL. * sa Sich. ab ass ba elas ad RNaie aaeet te eer Witeeiaae anne, Mente ae 32,083,740 91 | 
Thereasein ‘Government, Loans. 008 i eaeess seceeenes Be pee brake bee $ 20 29,097, 741 19 19 


Net reduction in. debt..during athe year 0s. 95 Fink ag ebaes cea eis ale $ 27 PTL OS 167. 20 


Details of funded debt. and government loans are shown on pages 21 and 22. 


WAGES 


During the year the National War Labour Board awarded six days’ vacation 
with pay to additional employee groups which, together with changes in working 
hours and overtime rates, also directed by the wera represented a further 
substantial increase in payroll expense. 


From the beginning of the war to the end of 1945 the total cost to the 
National System of increased wage rates (including cost of living bonus) and 
changes in working conditions amounted to $146,261 ,000. 

Applications have been received for further increases in rates of pay and 
changes in working conditions which, if granted, would represent an additional 
payroll expense of about $32,000,000 per annum. These applications were not 
acceded to ‘by the management and for the most part are now before government 
tribunals in Canada and the United States. 


CANADIAN NATIONAL EXPRESS 


The traffic handled by the Express Department was the heaviest ever 
experienced. Shipments totalled 17,063,716, an increase of 8°13 per cent 
over 1944. 
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Movements of war materials during the first part of the year and the volume 
of merchandise traffic accounted for the increases. Fish traffic moved in greater 
volume, while fruit business declined somewhat. 


CANADIAN NATIONAL TELEGRAPHS 


The facilities of the Canadian National Telegraphs were taxed to capacity . 
during 1945, and the volume of traffic, almost ten million telegrams, including 
500,000 cablegrams, was the heaviest on record. The repatriation of overseas 
forces and the reconversion of industry to a peacetime basis contributed in 
considerable measure to this total. 

Experimental work in connection with the establishment of a radio relay 
system Montreal-Ottawa-Toronto, in collaboration with Canadian Pacific 
Communications and the National Research Council, was actively carried on 
during the year. 

HOTEL OPERATIONS 


The business of the Company’s hotels was the largest in their history in 
respect of guests accommodated and meals served. In all 2,534,575 meals were 
served during the year. Despite wartime controls, the difficulty in obtaining 
supplies, and the extreme shortage of labour, the standard of service has been 
maintained at a high level. The resort hotels, Jasper Park Lodge, Minaki Lodge 
and Pictou Lodge, which were closed during the war, will be open for the 
summer of 1946. 

The Hotel Vancouver, owned by the Canadian National Railway Company 
and operated by a separate company for the Canadian National and the 
Canadian Pacific Railways, was well patronized during the year. 


SLEEPING AND DINING CARS 

The Company’s Sleeping and Dining Car Department was called upon to 
meet a record demand for service. Meals served during the year in dining cars, 
‘café, buffet, commissary and kitchen cars totalled some five million, of which 
nearly 50% were served to members of the armed forces. 

Under wartime conditions the Company'was again unable to add to its 
sleeping and dining cars and during 1945 the equipment situation became 
more acute. 

TRANS-CANADA AIR LINES 

In 1945 the number of passengers carried by Trans-Canada Air Lines 
increased by 17% and air express volume by 11%, while air mail volume declined 
by 8%. A third daily transcontinental flight was established during the year. 
Development of a full commercial operation of the Canadian Government Trans- 
Atlantic Air Service, operated by T.C:A., was well advanced. Passenger tickets 
are now being sold and a trans-Atlantic air express service 1s in operation. There 
are three scheduled flights weekly in each direction across the Atlantic and these ~ 
will be increased as planes become available. 


VICTORY LOAN CAMPAIGNS 
In the two Victory Loan campaigns held during the year, Canadian National 
employees subscribed $34,010,650, an increase of $11,150,100 over 1944. Con- 
tributions by personnel of Trans-Canada Air Lines, included in this total, 
amounted to $1,024,450. 
Through the payroll deduction plan, employees invested a further $1,136,248 
in war savings certificates during the year. 
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Apart from the individual purchases by employees, the Company Subschnede 
- $11,487,500 to the 1945 Victory Loans for account of reserve and other funds. 

The total of employee subscriptions to all the wartime loans was $83,795,900. 
The railway subscribed $83,787,850 and Trans-Canada Air Lines, $1, 899, 500, 
making a total subscription of BRS, 687,350. The grand total for employees and 
Companies was $169,483,250. Total subscriptions to war savings certificates to 
the end of 1945 added 89, 205 320. 

The War Bond campaigns in the United States were well supported by 
employees on the System’s United States lines. 


GENERAL 


The Company moved from Halifax and other ports 576 special trains for 
the transport of some 208,000 repatriated armed forces personnel from overseas. 
In approximately twenty-five crossings of the Atlantic, the senior hospital ship 
Lady Nelson, formerly of the Canadian National West Indies fleet, brought 
home more than 13,000 wounded and-sick. Hospital cars built in the Company’ S 
own shops were used in the hospital trains. The armed services have been most 
eracious in their expressions of appreciation of the efforts of all departments 
of the railway on their behalf. The repatriation is now practically complete, 
apart from the movement of dependents from overseas. 

After making a valuable contribution to the Dominion’s war effort, the 
plant of National Railways Munitions Limited at. Point St. Charles completed 
its work during the year. The building will be acquired by the railway for use 
as a car repair plant. 

In 1946, deliveries of the following new equipment will be made: 650 box 
ears, 30 coaches, 10 mail and express cars, 10 baggage cars, 200 refrigerator cars, 
400 box cars for the Grand Trunk Western Railroad, 16 diesel switching loco- 
motives. The new equipment will be of the most modern design and the 
passenger cars will embody new features for the greater convenience and comfort 
of the travelling public. Existing equipment is being renovated in an intensified 
programme in the Company’s shops. 

Construction of the new line from Eastern Junction to Bout de Ile on the 
Island of Montreal was completed and brought into operation in 1945. The new 
line enables all trains from the Lake St. John and Abitibi area of Northeastern 
Quebec to come inte the Central Station and by improving suburban service © 
will greatly assist in the development of communities adjacent to Montreal. Tt 
also provides improved facilities for the transfer of freight in Montreal and 
shortens through routes. Completion of the new line permitted the abandon-. 
ment of 27.62 miles of the St. Lin subdivision between Joliette and Montfort 
Junction. 

The SS Prince Grace in the Company’s Pacifie Coast service since 1910, 
was destroyed by fire on September 22nd. 


ELE STARE 


At the close of the war the Company desires to place on record its gratitude— 
shared by the nation as a whole—to those who gave their lives in the cause of 
humanity. The loss to Canada can never be estimated. From the ranks of the 
National System to join the honoured war dead have gone 842 brave men. The 
Company extends its deepest sympathy to their bereaved families. 

The Company remembers with pride the 20,000 members of the staff who 
participated so gallantly in the conflict, and those who faced great hazard serving 

in the ships under the Company’ s management. 
| The management is happy to weleome back to their daily work with the 
railway those who have returned from the \ war et While they were away 
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a large number of their fellow employees at home undertook to remain in 
- service beyond the normal retiring age to assist the railway and the management 
in the emergency. As they now go into retirement, thus assisting in the re- 
assimilation of the war veterans, they take with them the best wishes and 
thanks of the Company for their valued co-operation. 

The Directors express their gratitude to the men and women of the System 
who by their loyal devotion to duty enabled the National System to carry the 
heavy burden of the war years and give the shipping and travelling public the 
responsible, efficient and courteous service it has a right to expect. 


The Acting CHAatRMAN: Now, gentlemen, if there are any ey you 
wish to ask President Vaughan, ale SO. 


Mr. Rei: Mr. Chairman, I have one or two general questions I would like 
to ask the President. Perhaps I might have the opportunity of starting off 
because I have to attend another committee: if President Vaughan doesn’t mind. 
One question is in regard to the statement made as to the fuel situation. What 
has been giving me concern is the importation of coal from the United States. 
I have just been wondering, Mr. President, if consideration has been given to 
the burning of oil in some of the provinces, because you have to transport coal 
and likewise you have to transport oil; but I arn wondering if any consideration 
has been given to the burning of oil to overcome the difficulty which very often 
arises due to strikes and their effect on the importation of coal from the United 
States? 


Mr. VaucHAN: We have been, Mr. Reid. We have been using oil where it 
could be obtained. During the war we had difficulty in obtaining oil as well as 
coal. There is, as you know, insufficient oi] produced in Canada to anything 
like take care of requirements for oil in Canada; but we have’ used as much 
Canadian produced oil and coal as we could get, and I think in future we will be 
able to use all the oil produced in Canada that is available. As you know, we 
are operating some oil wells of our own in Northern Alberta around Vermilion 
which we opened up as a result of the shortage created by the war. We were able 
to get some production, but it was very limited. 

Mr. Rem: I am sorry, Mr. President, I forgot at the outset to compliment 
you, not only on yeur splendid report, but also on the fact that I see you have 
put New Westminster on the map this year. I want to express my personal 
appreciation for your having done that, that makes my having been named a 
member of this committee very much worth while. However, that is an inci- 
dental in passing. I have some questions I would like to ask before I leave for 
the other committee. I have about four or five of them, and my first one is 
regarding lodges; for instance, Jasper and the other lodges. Over the years do 
they pay their way or are they run at a loss? 

Mr. VaucHan: Well, let us say that generally speaking summer hotels are 
not profitable in themselves. Jasper usually makes an operating profit. But 
it must be remembered that a great deal of indirect benefit accrues to the 
railway by reason of the operation of Jasper Lodge, because we move a great 
many people in and out of there every year, from whom we get a long haul; 
so we feel that in the long run it pays us to operate these hotels both at Jasper 
and these other places. 


Mr. Rem: The next question I wanted to ask emanates from your report: 
Let us suppose the future is not bright, the situation which the railway faces 
from now on, particularly as compared with the war years. J was just wondering, 
Mr. President, if you have any suggestions you can make that might keep the 
railway out of the red better than apparently you feel will be possible? 

Mr. VauGHAN: We study every item of operating expense with a view to 
_ seeing if we can reduce that expense without unnecessarily curtailing the service 
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to the public. Speaking of Jasper Lodge, we have had so many applications — q 


for accommodation there that we just do not know what to do with them. We 
have been practically filled up there for two or three months in advance, that 
means an extensive volume of long haul traffic for the railway. 


Mr. Rem: Regarding overtime, I notice overtime mentioned in your tenors, 
I had a delegation come in to see me regarding overtime just before I came 
down to the committee room this morning. Their complaint was that in. certain 
sections there is far too great an amount of overtime, and their suggestion was 
that if overtime was cut down it would be possible to bring many more 
ex-service men into railway work. As one who is against overtime if at all 
possible to do without it, I was wondering if some attention was being given to 
the matter of having it reduced. For instance, they pointed out that a hundred 
miles per day used to be arun. The delegation were complaining, and I thought 
it was most generous on their part, because that rule is not now being observed 
and they were getting a great deal more overtime than seemed to them to be 
fair. One of the delegates said he did not want to do too much work, two 
months time in one, but there was nothing to stop him from doing that under 
arrangements as they now stand; he said, why could we not go back to the 
system which was in effect before the war. He was speaking of trainmen 
particularly. 

Mr. VaucHan: They are all governed by train schedules and the men 
themselves are all parties to the arrangement. So far as overtime is concerned, 
a great deal of overtime was necessary during the war on account of the 
shortage of employees. We had to pay out large sums of money for overtime 
in all departments. That is being cut down every month and is now nothing 
lke what it was. That overtime situation is being watched very carefully. 
These runs for the men are very carefully arranged, and while we do have 
some complaints, I think generally speaking the organizations, as a whole, 
are satisfied. 


Mr. Watton: May I say with respect to that that each month since the ~ j 


beginning of the year we have been studying the payrolls for the express 
purpose of reducing overtime. Research is going on continuously and as a 
result of efforts which have been made overtime has ‘been considerably reduced, 
and a number of additional men taken on. That is one of the things on which 
we get a special monthly report, and it is very noticeable that the proportion 
of overtime to total payroll has been on a descending scale each month since 
last November. : 

Mr. JackMAN: I wonder if I might ask Mr. Reid for a clarification of the 
statement as to what one of the members of a train crew said to him, that js, 
not wanting to go over the hundred mile run limit and that they were doing 
“far more than that, in effect that they could get all the overtime they wanted; 
~ and as I understood him, his complaint was that the amount of overtime was 
excessive and they wanted the rules brought back into force as they existed 
in the pre-war years thereby cutting down on the excessive amount of overtime 
and providing employment for more men. I think Mr. Reid said that in his 
opinion the complaint was a very fair one, they were not asking for more money 
but rather that they did not want to be working sixteen or seventeen hours a 
_day—and I think he said one member of the delegation told him something to 
that effect, that in many instances that they could do that; and I gather from 
what he said that it was the desire of the men themselves that they should be 
_ permitted to return to the rules of operation-which applied prior to the war. 

Mr. Wauron: I may tell Mr. Reid, and others interested, that we do not 


have arrangements whereby a man can put in from seventeen to eighteen hours _ : 
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a day. It is conceivable in the event of some unforeseen delay which might 


occur that one single trip might involve excessive hours, but the runs are not 
set up on that basis. 

Mr. Rew: This man told me he was on a freight train, he said, “I can put 
in all the hours I want to;” he said, “there is nothing to prevent me if I can do 
without sleep, I can work as long as I want to.” What this man wants is to 
see the mileage cut down to what it was before the war so that not only would 
they be putting in a fair and reasonable amount of time, but more particularly 
so that there would be more opportunity for employment for returned service 
men. And I may tell this committee that this man was a returned soldier from 
the last war. i 

Mr. Watton: That statement is one which I think should be accepted 
with some qualifications, because we have different working arrangements with 
the various branches of employees which set out the maximum mileage. These 


-men are paid by the miles, not by the month. 


Mr. Rem: I will promise you this, I will get a statement from this 
individual and place it before you at our next session. 


Mr. Wanton: It will be appreciated if you will arrange to do that, Mr. 
Reid. May I say that it was only due to the pressure of war years that we 
extended the working mileage, of course, that is a situation which does’ not 
exist at the present time. 


Mr. JACKMAN: Some time ago we were discussing that rule of one hundred 
miles per day. I think Mr. Vaughan said at that time that that rule was in 
operation when he first started in railroading,which is quite a few years ago I 
believe, Mr. Vaughan? 

Mr. VAUGHAN: Yes, it was. 

Mr. JAcKMAN: How could a man help putting in more than one day’s work 
if he is only allowed to run one hundred miles the average day? 

Mr. Watron: I was speaking of a monthly maximum, not a trip mileage. 
He may make one hundred and forty or one hundred and fifty miles on the 
individual day, but the wage agreement is for regulation on a monthly basis, so 
that in respect to length of trips the whole matter is subject to monthly 
regulation. 

Mr. JACKMAN: What would be the regulation with respect to one of these 


-erack trains running, let us say, down to the maritimes, or between Montreal 


and Toronto. The engineers and the train crews would be piling up mileage 
pretty fast on runs of that kind if the one hundred mile rule were applied. It 
certainly would not take them very long to acquire that amount of mileage. 
Can you give us the approximate figure over the system which indicates how 
long it takes for a man to pile up one hundred miles? 

Mr. Watton: Well, it varies of course. On the fast trains of the type 
to which you referred, the man would make a hundred miles in two or three 


hours, but on a slow way freight train which has to work its way along the line 


such as in local freight, it 1s a variable factor, depends on type of work in which 
the man is engaged. 


Mr. JAcKMAN: You must have a figure which shows how long it takes the 


| average individual to run up his hundred miles. 


Mr. Watton: There are so many variable factors entering into it that I 
am afraid it will not be possible to give you any figure of the kind for which you 
have asked. However, I would say that in the passenger train service the 


average would be somewhere around three hours to run one hundred miles. In 
_ through freight service on double track lines where there are no meets to be 
_ made the miles would be made very quickly. And on single track operation on 
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the other hand it would vary anywhere from four and a half to seven and ~ 
a half hours, something like that. On way freight trains, those which do a lot 
of work at almost every stop, it would be anywhere from eight to nine or ten 
hours, and there would be odd cases where it would be more. . 

Mr. Jackman: Where you have a way freight picking up freight do you — 
pay the man on any other basis than just on the mileage covered? 

Mr. Watton: Yes, the rule provides for payment: on the basis of hours, 
or miles, whichever is the ereater. 


Mr. NICHOLSON: What about a man who works on one of these ora 4 


trains where it takes twelve hours or more to make a run. How do you cover 
that? Does the mileage rate cover that? 

Mr. Watron: They have a regulation of mileage which applied except 
in wartime when special arrangements went into effect. Under that rule a 
maximum monthly mileage is fixed. 

Mr. NicHoutson: And that is in effect now? 

Mr. Watton: Yes. It is based on so many miles, or so many hours, and 
on these long runs he gets a layoff of so many days before he goes back on again. 

Mr. NicHotson: And what are they paid for this overtime, regular rates 
or time-and-a-half? . 7 

Mr. Watton: On some parts of the line overtime*is paid pro rata while 
on other parts of the line it is paid on the basis of time-and-a-half. Whether 
it is paid pro rata on the basis of time-and-a-half, involves a number of other 
factors. For instance, on a local way freight run where it would normally take 
eight to ten hours to cover the distance no overtime would be paid until the 
average speed for doing the job had been made. @ 

Mr. NicHotson: In other words, he would be expected to put in eight 
hours as his regular day, and then for anything over eight hours he would get 
time-and-a-half? oH 

Mr. Wauron: Yes, if it is a hundred-mile run; and, similarly, if 1t was 
freight service it would take a certain rate while it would be different for a 
passenger service. 

Mr. JAcKMAN: I should think it would not take a man very long to put 
in his hundred miles on some of these fast passenger trains, they would get one 
hundred miles in in about two and a half hours. How could you help but pay 
men of that kind a large amount of overtime? 

Mr. Watton: On many of the long runs, runs over a hundred miles, there 
are a certain number of non-working days in the month for the men. For 
instance, in such a case as the one to which you referred, those trains which 
operate between Montreal and Toronto, the fast passenger trains; let us say 
that a man on that train comes from Montreal to Toronto, 334 miles. 

Mr. JAcCKMAN: Will one crew take the train right through? 

Mr. Watton: Yes, not the engine crew, the conductor and the train crew. 
There is a certain schedule of crews worked out so that they have a proper rest 
in Toronto after they have made their run of 334 miles. Similarly, when they 
make the return run to Montreal they have a certain rest period of considerable 
length. A sufficient number of crews are in a pool of runs so that in a month > 
they make approximately the regulated monthly mileage about which I spoke. 

Mr. Jackman: So that 1f a man goes from Montreal to Toronto one day, 
and makes the return trip some time during the same week, he has put in 668 
miles which would be about six days’ work under this hundred mile schedule? 

Mr. Wauton: The passenger mileage is one hundred and fifty, the one. 
- hundred miles refers to freight. He would make it in approximately two days. 
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Mr. JAckKMAN: How far did you say it was, 330 miles? 

Mr..Watton: Yes, 334 miles. 

Mr. JAckMAN: Then, as I say, it would be 660 miles for the round trip. He 
would make his full mileage schedule for the week in that round trip. In other 
words, he could not possibly work more than half a week on runs of that kind. 

Mr. VaucHan: That is quite right. 

Mr. JAckmaANn: And he piles up his average very quickly. 

Mr. Watton: That is right. 

Mr. Jackman: And what does he do then, nothing? 

Mr. VaucHan: He does nothing. 

Mr. Watton: He does nothing, as far as we are concerned. 

Mr. JACKMAN: Does that satisfy him? 

Mr. Watton: Apparently. 

Mr. Gisson: He is still paid the average anyway. 

Mr. Jackman: And he isn’t working half his time. 

Mr. Wauton: Let us consider the mileage arrangement for a trip of that 
kind on that part of the line. Let us assume that the amount of mileage he is 
permitted to make on a run of that kind is 6,000 per month. A sufficrent number 
of crews are put into the pool with respect to certain trains, we arrange the 
operation of that train so that each man gets in his 6,000 miles per month on 
the work with a sufficient number of days off during the month to give them 
rest between trips; short periods of rest for them when they are away from 
their home terminals, with longer rest periods at their home terminals. That 
is the way it is worked out. 

Mr. Jackman: So he works 6,000 miles on that run; that may be an 
exceptional one, but he actually works ten days, puts in ten round trips to pile 
up that mileage. 

Mr. Watton: Just about that. 

Mr. Jackman: And then I take it that any service he puts in beyond that 
mileage would be considered overtime, and would be paid for, at the overtime 


rate. Would that be pro rata, or would that be time and a half? 


Mr. Watton: Arrangements are worked out so that they do not go beyond 
their mileage. A ‘sufficient number of crews, or men, are kept in the pool so that 
it will take care of that. 

Mr. Jackman: I realize that the matter is one which is not entirely in your 
hands as operators of the road, that the unions as well as the operating officials 
are concerned with the drawing up of rules such as the one which we have been 
discussing. 

Mr. Watron: Yes, it is an arrangement with the railway union, but it is 
not a hampering rule in so far as our expenses are concerned, if I make myself 
clear. 

Mr. JacKMAN: Then, accepting the standard of one hundred and fifty miles 
as a generality, may I suggest that ten round trips between Montreal and 
Toronto, constituting a month’s work, does not seem hardly right. 

-Mr. Watton: The point that I am trying to make clear is that it imposes no 
penalty on the company, from the operating standpoint and it spreads the work. 
If there is any other objection to it, I do not see it at the moment. 

Mr. JACKMAN: It is satisfactory to the government if they are willing to 
accept the rule of one hundred and fifty miles being a fair day’s work on a run 
like that. What it really works out to is this, that you have a considerable 


number of running crews each of whom completes his monthly assignment in 


ten round trips between Montreal and Toronto. 
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Mr. Watton: That is right. 

Mr. JAckMAN: May I say that seems to me to be rather easy. 

Mr. VaucHan: But, you don’t have to collect fares. 

Mr. LaCrorx: Mr. Chairman, may I call attention to the item of fixed 
charges paid by the company. I see that their fixed charges amount to some 
$49,000,000, of which $26,000,000 odd is for interest on funded debt-public, 
and $90, 306, 000 is “interest on government loans’, I see that the payments 
made on that account amounts to roughly twenty per cent gross revenue. ‘That 
is a very important item, is it not? 

Mr. VAUGHAN: Yes, sir. 

Mr, LaCroix: I just wanted to ask the minister if there is any way of 
easing the burden of interest payments to the government so as to enable the 
company to improve their position in such a way as would place them in a more 
favourable position in comparison to other railways. 

Hon, Mr. Cuevrier: I can only say in reply to that, Mr. Chairman, that 
the question is one which is being studied very carefully and very earnestly. 
It is being studied with a view to the possibilities of refinancing; as a matter of 
fact only recently a refinancing scheme was put into effect which has meant 
a saving of a million dollars a year to the company. And another matter has 
been siven some attention, the possibility of accepting income bonds in view of 


interest on demand notes on certain repatriated stocks. While no decision has 


yet been reached on that aspect of the matter the government is giving it very 
close, very serious consideration. 
Mr. Hazen: Did you say that a refinancing scheme has been put through? 
Hon. Mr. CuHevrier: No, what I meant by that was that certain issues of 
bonds are refinanced from time to time and the interest rate revised on the 
refinancing, thereby making a saving to the company of a certain amount. 
Mr. Hazen: And now, I would like to ask another question. You say in the 
statement which you first read to the committee, after referring to these recent 
costs of operation:— 
We are in the toughest kind of a squeeze play. Our selling prices are 
frozen but our production costs are mounting in ominous fashion. Even 
a continuation of traffic volume at wartime levels would not suffice to 
enable the railway to shoulder additional burdens of the magnitude I 
have outlined, without relief of some sort. Traffic volume is now falling. 


Then you say that these conditions cannot go on, and you suggest that there 
must be some relief somewhere. 

Mr. VAuGHAN: Yes, sir. 

Mr. Hazen: Have you in mind any particular form of relief? 

Mr. VaucHan: The form of relief that we have in mind is an increase in 
freight rates. 

Mr. Hazen: What about passenger rates? 

Mr. VaucHAN: We have not given consideration, for the time being, to 
an Increase in passenger rates. As you know, in the United States the railways 
have applied for an increase of 25 per cent in their freight rates. We have not 
submitted any application—and when I say we I mean the Canadian Ta aa 
yet to the government. 


Hon. Mr. CuHevrrer: Does the American. brief include passenger rate 
increases? 

Mr. VauGcHAN: No, sir. 

Mr. Hazen: The Canadian Pacific Railway must find itself in the same 
position as your railway does? 
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Mr. VAuGHAN: Yes, they do. 

Hon. Mr. Cuevrier: Their annual report would indicate. that. 

_ Mr. Hazen: Do you propose to make an application for an increase in 

freight rates? How does the matter stand at present? 

Mr. VAaucHuan: Yes, we do propose to make an application for an increase 
in freight rates. 
iy Mr. Hazen: From the look of your statement it seems to me that that 
f should be done in the near future. 
N __Mr. Vaucuan: That is now in the course of preparation by the railways 
. in Canada, by all the railways in Canada. 

Mr. Hazen: Do you know when it will be made? 


Mr. VaucHAN: I could not say just at the moment. It is rather difficult 
for us to make up our mind as to just exactly how much we need. There are 
increases in expenses coming along almost daily: new labour awards are being 
made by the War Labour Board at Ottawa; increases in prices are being allowed 
almost daily on materials which railways use, and we do not know where the 
end is going to be; and we would not like to make an application and find we 
6 had not asked for enough. 


Mr. Hazen: When Mr. Reid was here he asked you if you had any sug- 
gestions to make for keeping the railway from going in the red—if I under- 
stood him correctly—and I suppose this would be one of the means? 

Mr. VaucHan: That matter has been very actively under consideration. 


Mr. Hazen: Now, on page 1 of your report to the minister you say: “Compe- 
tition between railway and highway services presents a problem of growing 
importance. It is desirable that this competition should be on a fair basis, having 
due regard to public convenience and necessity. To accomplish this, common 
reculatory control would seem to be necessary.” 

Mr. VaueHan: That is right. 

Mr. Hazen: Has your company taken any steps to recommend or to bring 
about some common regulatory control? 

Mr. VaucHan: The railways of Canada have for some years recommended 
there should be a common regulatory control. Perhaps the minister could explain 
the question. 

Hon. Mr. Cuevrigr: I can say something with reference to that. I do not 
recall the year, but the then Minister of Transport, who was Mr. Howe, including 
in a bill a section or sections whereby the Board of Transport Commissioners 
would have jurisdiction over transportation on certain highways, and I think, 
although I am speaking from memory now—I think it had to do chietty with 
inberprovincial travel; parliament refused to give the minister that authority. 
Then, again, I think ‘there was a bill submitted to the Senate with the same 
end in view which was later withdrawn because of objection. 


Mr. Hazen: It was interprovincial? 

Hon. Mr. Curvrisr: Yes, of course, Mr. Hazen will realize immediately there 
iM is a difficult problem there, one having to do with provincial rights, and the 
government attempting to give to the Board of Transport Commissioners Jurisdic- 
| tion over highways would get into all sorts of difficulties. 

j Mr. Hazen: For through freight going from one province to another, there 
( might be something. 

oe Hon. Mr. Curvrinr: Yes, on the face of it that would seem to be in order, 
* but my understanding of the law is that when a matter becomes interprovincial 
consent of the provinces is necessary before any legislation has effect. 
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Mr. Hazen: Could the minister tell us whether this matter has been explored 
further; has anything been done about it? 

Hon. Mr. Cuevrrer: It is under consideration all the time because of 
representations that are made by the railway, but so far as further exploration 
is concerned, unless the provinces consent to give up a part of their jurisdiction, 
I do not think we can proceed any further. 


Mr. Harkness: Mr. Vaughan, in connection with these increases in rates 
which you people no doubt have been studying, are you thinking of a flat increase, 
or are you thinking of a revision of railway rates generally in that connection? 

Mr. VaucHan: That has not been determined either. We will probably follow 
to some extent what has been done in the United States, not necessarily using 
the same percentages. They have asked for a flat increase of 25 per cent on most. 
commodities with specific increases on other commodities such as coal, lumber, 
_ ore and things like that. 

Mr. Harkness: What I was thinking of is this: you know that there is a 
ereat deal of dissatisfaction in some parts of the dominion over the freight rates 
the people have to pay, and I was wondering whether your proposals involve a 
revision of the freight rate structure in order to meet some of these inequalities. 

Mr. Vaucuan: No, sir; any application we would make for an increase in 
freight rates would not take those matters into account; we would only deal 
with the freight rate structure as it exists at the present time. 

Mr. Harkness: I wonder if the minister could tell us whether anything is 
contemplated in the revision of freight rates? 


Hon. Mr. Curvrier: Well, I think the president has answered that very 
well. It is not up to the government to make application in regard to freight 
rates. 


Mr. Harkness: What I was thinking of is this: all kinds of bodies in 
western Canada particularly have made application for revision of freight 
raves: —— 


Mr. Mutcu: Reduction. 


Mr. Harkness: A revision to bring some of these freight nates in certain 
areas more in line with freight rates in other areas, and I was wondering if 
the government was exploring that situation at all or had contemplated doing 
anything along that line? 


Hon. Mr. Curvrirr: Perhaps the best way to answer that is to tell Mr. 
Harkness that the question of freight rates is one which is a difficult one, and 
perhaps one of the most difficult things to understand is the manner in which 
freight rates have been set up all across the country. The application, should 
it be made, would, I presume, be made by the railways to the ordinary court, 
namely, the Board of Transport Commissioners of Canada. Whether the 
application would be one for a flat increase or one for increases in various 
parts of the country, I do not know. The president says he is giving that some 
consideration; but if an application were made to the Board of Transport 
Commissioners I believe that anybody affected would have the right to reply, 
to put in a counter-submission, suggesting that in certain parts of Canada there 
is an unfairness created by the rates, and asking for revision downwards. It 
would then be up to the board to decide what decision to make under the 
circumstances. That is one method of dealing with the difficult and complicated 
question of freight rates. 

Mr. VaucHan: Wartime prices control is involved. 


Hon. Mr. Curvrigr: As the president points out, there is that very important - 
feature, namely, that under the regulations of Wartime Prices and Trade Board 
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freight rates cannot be upped; they cannot be revised downward or increased; 


and until that regulation has been amended or taken away the freight rates 
could not be increased. 


Mr. Hazen: The total operating revenues are $433,773,000. Of that amount 
how much was obtained from freights, and how much from passengers? 

Mr. VaucHan: You will find that on the opposite page, on the first page, 
marked No. 4 in the report. (Page 8 here) 

Mr. Gisson: Twenty-five per cent there would be about $80,000,000. 

The Actinc CuarrmMan: How would it do if we took this report page by 
page, starting on page 5? 

Mr. Nicuotson: Let us go back to the original statement of the president. 
I would like to follow up a statement made. He suggested that something 


should be done about reducing the interest_paid to the government. I think we 


are all concerned about the problems raised by the president with regard to > 
future earnings. I note that our fixed charges are 11.3 per cent, a ratio of 
nearly twice that of the Canadian Pacific Railway or of class one roads in the 
United States. I gather that this situation has existed ever since the Canadian 
National Railways System was incorporated. Could the president indicate how 
frequently representations have been made by the management to the govern- 
ment for some relief in this field and how recently the last representation has 
been made? 


Mr. VauGcHAN: I have a statement here which I prepared with respect to 
fixed charges, and which J shall read to the committee with the permission of 
the chairman, if I may. It goes into all that matter in detail. There are copies 
of this statement which will be passed around to the members so that they can 
follow as I read it. 

Mr. JAcKMaN: In connection with Mr. Hazen’s question with regard to inter- 
provincial trucking, may I ask the minister whether the opinion he gave about 
the jurisdiction of the federal government in that field was a legal one? 

Hon. Mr. CHevrier: No, I was speaking from memory, Mr. Jackman. 

Mr. JAckKmMAN: Has the dominion not the right to regulate interprovincial 
traffic, as they do interstate traffic in the United States? 3 

Hon. Mr. Cuevrier: The situation in the United States is entirely different 
from that in Canada. In the United States there is an Interstate Commerce 
Commission which has jurisdiction over the whole country, whereas in Canada 
there is a provincial body in each province: in Ontario, it is the Municipal Rail- 
way Board; in Quebec it is the Public Services Board; and in other provinces it 
is some other board. 

Mr. JACKMAN: But in each of the states of the union there will undoubtedly 
be a separate state board to regulate intrastate trucking; but where does the 
L.C.C. get its jurisdiction if it does not get it from the constitution of the United 
States, and have we not a similar provision— 

Hon. Mr. Cueveter: I think the I.C.C. gets authority from the constitution, 
but we have no similar provision. 

Mr. JAcKMAN: Have we not any implied power in that regard? 

Hon. Mr. Cupvuter: Well, that 1s a matter—, 

Mr. JackmAN: Surely it must have been up time and time again? 

-Hon. Mr. Curvrier: With reference to that question, it is a matter for legal 
opinion, and I would not like to give my opinion as being a legal opinion on the 
question. 

Mr. Vaucuan: It was up actively in the House. 
Hon. Mr. Curvrier: Undoubtedly. 
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Mr. Murcu: And before the committee. 

Mr. Jackman: I am not asking for a political decision, which is guided by 
other considerations. Does the British North America. Act give us power as a 
federal authority to regulate interprovincial trucking traffic if we so desire? 

Mr. LaCrorx: That is not a matter for us to decide; that is a matter for 
interprovincial conferences; and the way things go on now it is not going_to 
be settled quickly. 

Mr. JAcKMAN: I am asking whether we have the power, because in inter- 
provincial conference— 

Mr. LaCrorx: You have received the answer. 

Hon. Mr. Cuevrier: I am afraid, Mr. Jackman, that I cannot answer that 
question other than I have. I tried to say a while ago that so far as intra- 
provincial transportation is concerned, I think clearly it is within the provincial 
jurisdiction, but so far as the interprovincial matter is concerned I am not in a 


position to answer. I would think, however, that some consent of the provinces ~ 


would be required. What makes me think that js this, that when a like section 
was introduced into a bill in the House, giving to the Board of Transport Com- 
missioners of Canada jurisdiction over that kind of traffic, there was so much 
objection from certain members of the House on this very legal point that it 
was seen fit to withdraw that section. 


Mr. Hazen: Would it be in order to ask the Department of Tustiee for a 
ruling on that question which Mr. Jackman has just asked? 

Hon. Mr. CuHevrier: I shall be glad to get it. 

Mr. Hazen: I think it would be important to have that decision. 

Hon. Mr. Curvrier: I shall be glad to get it. 

Mr. JAckMAN: In the B.N.A. Act, as I recall it, there is a section which 
says that any railway in Canada, whether intra- or interprovincial can be 
declared to come under your department. There is some section which gives 
the dominion the right to declare any railway in Canada under your jurisdiction. 

Mr. Murcu: Aren’t we getting a little ahead of ourselves? 

Mr. JAckMAN: Where does the power derive from? 

Hon. Mr. Cuevrier: If you are referring to railways, there is no question 
that the federal government has jurisdiction; but I am not talking about 
railways, I am talking about competition of the railways with trucks and the 
like on the highways. 

Mr. JACKMAN: Railways are specifically set out in the B.N.A. Act as 
within the province of the dominion. 

Hon. Mr. Cuevrirr: Right. 

Mr. JAckmMaAn: And once you declare a railway under this section it comes 
within your province, but no such section refers to interprovincial trucking? 

Hon. Mr. Cuevrinr: No, but there is a section, section 92 of the B.N.A. 


Act, which clearly gives authority to the provinces so far as highways are 
concerned. 


The Acting CuarrMAN: Gentlemen, is it your wish that Mr. Vaughan shall 


read his statement, and afterwards we will go on with the report? 


Mr. Vaucuan: This is the statement with respect to fixed charges of the 
system :— 

During the meetings of this committee in October last, attention was called 
to the disproportionate amount of gross revenues of the National System 
absorbed by fixed charges and there was some discussion of the matter, at 
which time I advised the committee we had up with the Department of Finance 


the question of certain adjustments in our fixed charges and suggested the E 
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matter might be more fully discussed at the next meeting of the committee. 
- In anticipation of such discussion I have prepared a memorandum stating our 
_views and indicating the necessity for remedial action. I might say that the 
negotiations with the Department of Finance to which I referred last year 
related to a recommendation of mine that the government accept income bonds 
of the Canadian National Railway Company in payment of the amount owing 
by the railway to the government for repatriation of British securities. 

In a matter of this sort it is well to examine into the principles underlying 
the capitalization of railroads generally. In the United States the issuance of 
railroad securities 1s under the complete control of the Interstate Commerce 
Commission. Under section 20a of the Interstate Commerce Act it was made 
unlawful! for any carrier to issue securities unless and until the commission by 
order authorizes such issue. In recent years the commission has exerted strong 
pressure on the railways to bring about a gradual reduction of funded debt and 
fixed interest charges. They have stated this is their policy and that it will be 
continued. One opportunity to effect a reduction is the utilization of surplus 
earnings. Another is afforded when bond issues mature and can be refunded at 
' current lower interest rates. In approving 27 railroad refundings during the 

twelve-month period from June, 1944 to May, 1945, involving $1,081,415,000 of 
new securities, there was an annual saving in interest charges based on the 
differences in the coupon rates on the old and new issues in excess of 25 per 
cent. The main reduction, however, has been brought about under plans of 
reorganization under section 77 of the National Bankruptcy Act. Subsection 
(6) under which railroad reorganizations are effected, requires that the plan of 
reorganization shall provide for fixed charges in such amount that, after due 
consideration of the probable prospective earnings of the property in the light 
of its earnings experience and all other relevant facts, there shall be adequate 
coverage of such fixed charges by the probable earnings available for the 
payment thereof. Fixed charges, which is a term in general use by the 
railroads, it should be noted, comprises rent for leased roads and equipment, 
interest on funded and unfunded debt and amortization of discount on funded 

debt and, in the case of Canadian National, interest on government loans. 
Attached to the memorandum you have before you is a statement “A” which 
shows as of September 30, 1945, the reduction in fixed charges under plans 
‘ of reorganization approved by the commission. From this statement you 
¥ will note that the debt of 32 railroads before reorganization was $4,300,521,178, 
and after reorganization was $1,833,543,264, a reduction of $2,466,977,914. This 
reduction is 57:36 per cent of the prior debt. The annual fixed charges were 
reduced, from $148,865,539 to $40,113,369, a reduction of $108,752,170 or 73-05 
per cent. I ask the committee to note that not only was there a very substantial 
reduction in total debt but also that the debt after adjustment included 

$824 441,464 or 45 per cent in the form of income bonds. 

The procedure followed ‘by the commission when making changes in the 
capital structure of American roads, after determining the total amount and the 


A majority of each class of claims, is to ascertain what is the reasonable amount 
: of net earnings which may be expected under all conditions to be available for 
i fixed interest charges. Thereafter the total amount of fixed interest bearing 
4 debt and interest thereon is placed at a figure within the expected earning 


i capacity, and the possibility of increased earnings over the minimum figure 
: is used as a basis for allocating income bonds. If there is a possibility that 
contingent interest may be earned then provision is made for preferred stock. 
SS The committee will also wish to refer to the funded debt and fixed charges 
of the Canadian Pacific Railway Company. The funded debt of that company 
~~ at the end of 1938 was $232,188,724, whereas at the end of 1945 it was $93,669,000, 
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a reduction of 59-66 per cent. The 1945 report shows that their fixed sees 


(which in 1938 amounted to $26,853,756) have been reduced to $19,547,129 in 


1945, a reduction of 27:21 per cent. This reduction in fixed charges has been 
brought about by debt retirements out of surplus earnings and by refundings at 
lower interest rates, and also by putting their Soo Line through reorganization 
proceedings. ‘There is an apparent disparity in the ratio between their funded 
debt and fixed charges. The explanation is that their fixed charges include not 
only interest on funded debt but interest on debenture stock, leased road rentals, 
and the interest guaranteed by the C.P.R. on the Soo Line Company’s bonds, 
ete. They do not include the principal of their debenture stock in funded debt. 

Now let us see how the Canadian National compares with American rail- 


roads and with the C.P.R. In the seven years referred to, 1938-1945, the funded. 


debt of Canadian National Railways, including loans at interest from the 


government, was reduced from $1,298,141,226 to $1,247,381,610, a reduction of — 


3°91 per cent, and the fixed charges were reduced from $53,451,741 to $49,009,508, 
a reduction of 8-31 per cent. In our case the reduction has been brought about 
by the utilization of surplus earnings, repatriation proceedings and refunding 
at lower interest rates. 


As I have mentioned, the Interstate Commerce Commission in their deter- 


mination of permissible fixed charge debt place main reliance upon the carrier’s 


ability to service such debt. It is one thing to talk about cost per mile of road, 
operating ratio, mortgage security, and so on, but if the earnings are insufficient 
to support the debt structure imposed upon the property, that structure is top 
heavy. Statement “B” attached to this memorandum shows the relationship of 
fixed charges to gross earnings for the larger U.S. roads, also for U.S. class 1 
roads as a whole, and for the Canadian Pacific and Canadian National respec- 
tively. In 1989 which is taken for comparison as being the last pre-war year, 
‘the ratio of fixed charges to operating revenues for class 1 railroads was 15-21 
per cent, for the C.P.R. 16:76 per cent and for the C.N.R. 26-24 per cent. For 
1944, the latest year for which full comparison is available, the percentage for 
class 1 railroads was 6:00, for the C.P.R. 6-50 and for the C.N.R. 11-44. 

May I interject here that the Canadian Pacific has a further advantage 
over the Canadian National in that a very large part of their interest charges 
is paid in sterling from which they receive an exchange benefit. Nearly 
$20,000,000 of our interest charges are payable in U.S. funds on which there is 
an exchange penalty. This exchange feature, so far as interest charges are 
concerned, penalizes the Canadian National by $1,937,000 a year whereas it 
benefits the Canadian Pacific to the extent of over $300, 000 a year. 


Even if our debt to the government with respect to repatriated securities 
were put on a, contingent mterest basis our percentage of fixed charges to operating 
revenues in 1944 would be 8:35 as compared with 6-50 for C.P.R. and 6:00 for 
U.S. class 1 roads. On any basis of comparision the C.N.R. is seen to be out 
of line in the relationship of its fixed charges to its gross revenues. This 
situation is inherent to the National Railway System. It follows from the 
policy adopted when the insolvent privately owned railways were taken over 
with all their debts. In the five years prior to 1923 (the first year of amalga- 
mation) the railways comprising the amalgamated system lost $60 millions before 
providing for interest. Including interest (about $32 millions per annum) they 
lost $222 millions, an average annual deficit of $44 millions. That was before 
the Canadian National Railways came into being. 
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Now it may be said that the Canadian National Railways had its capital 
structure revised in 1937 and I think some explanation should be given as to what 
that revision accomplished as I think it is thought by some people that our capital 
structure was revised and put upon a satisfactory basis at that time. We had 
an adjustment it is true, but it was only a partial adjustment. The 1937 
revision was confined to the relationship between the government and the railway 
and did not deal in any way with the large funded debt of the system in the 
hands of the public. It was considered at the time there was no possibility of | 
the Minister of Finance taking up in public accounts a block of railway 
obligations so long as they were held by the public. It would have been 
impracticable to leave out of the railway accounts any of its outstanding 
securities in the hands of the public. 

Among the things which were done under the Capital Revision Act was 
the removal from the railway balance sheet of all government loans to the © 


' railway on deficit account for the period prior to 19382. Of course, they should 


never have been there. It was wrong from the beginning to treat appropriations 
for deficits as interest bearing loans. The government was only restoring its 
impaired equity as proprietor of the National System. It was not adding to the 
capital in the enterprise and the payments were not represented in any way 
by income producing assets. These facts were recognized in 1933 as a result 
of criticism in the Duff Commission report. From 19382 forward any deficit in 
the operation of the railway has been met by vote of parliament. The Capital 
Revision Act of 1987 applied this principle retroactively in respect of deficit 
payments prior to 19382. That is to say, the 1937 revision treated deficit 
payments prior to 1932 similarly to the treatment which had been given to 
payments from January 1, 1932 forward. 

With respect to government loans for capital purposes, prior to 1932, the 
Capital Revision Act changed the category of such loans to equity capital. The 
amount involved was $270,037,4387. The Act benefitted the railway in that this 
amount of government capital in the railway became share capital and freed 
from any fixed charge against operations, but it is not a fact that this adjustment 
was considered a final adjusment or an adequate adjustment. The fact is, as 
stated above, the adjustment permissible at that time was restricted to the 


debts of the railway to the government and could not extend to the debts of the 


railway to the public. It was thought unwise to refuse the relief it was possible 
to secure on the grounds that it was not a final and complete solution. The 
evidence before the standing committee on May 28, 1935, pages 207-214, gave 
a clear indication that in the opinion of the trustees the proposals for capital 
revision then under consideration did not go far enough and that the annual 
interest on the funded debt in the hands of the public would continue to be 
greater than the railway could be reasonably expected to carry from net earnings. 
Later after the trustees had been superseded by a board of directors and the 


. directors were asked for their views, in their minute of January 21, 1937 


approving the policy of the bill they added to their resolution the directors 


“desire to add that they reserve the right to recommend additional measures 


when they have had time and opportunity for a more detailed study of the 
capitalization and general financial position of the system’. The Capital 
Revision Act was made effective to the accounts of the railway as of December 


31, 1936. It is worth noting that on their reduced basis the fixed charges 


represented 28 per cent of gross revenues. The Canadian Pacific ratio in 1936 
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was 17 per cent and for U.S. class 1 railroads the percentage was 16- 12 per cent 
Clearly no effort was made to put us on a comparable basis with such other 
railroads. As a result of the war however, a large block of railway securities 
previously owned by U.K. residents has been transferred under repatriation 
proceedings from public ownership to that of the government and had the 
present situation existed in 1937 it is fairly sure that the repatriated securities 
would have been retired as railway interest bearing obligations and the 
government’s interest would have been put on an equity basis, as was done in 
1937 as regards all the indebtedness of the railway to the government for 
capital purposes. 

Another thought which may occur to you is why we are exercised about 
this matter at a time when the railway has been meeting all its interest charges, 
including interest payable to the government. I desire that there shall be no 
misconception as to the basic situation confronting the railway because of ony 
prosperity created..by wartime conditions. Using 1941 as a base year, our gross 
revenues in that year were $304 millions. Since then the railway payroll has 
been increased by reason of the cost-of-living bonus, increases resulting from 
awards of the National War Labour Board, allowances for holiday pay, etc. 
Prices for railway material have increased. It is estimated that had the 1945 
level of operating costs been in effect during 1941 there would have been an 
additional charge to the 1941 operating expenses of $53-3 millions. In 1941 
with gross revenues of $304 millions, and at the level of operating costs then 
prevailing we had an income surplus of $4 millions, but had the 1945 level of 
operating costs prevailed the surplus of $4 millions would have been turned into 
a deficit of $49 millions. We do not know to what level traffic volume will 
decline from its. wartime level but we are concerned at the prospect of a 
substantial decline and at the same time to be confronted vith these large 
additional operating charges. We also foresee increased bus and truck competi- 
tion, and deepening of the St. Lawrence waterway, and increased air transporta- 
tion. I am trying to put the Canadian National Railways on a sound basis, 
we want to show a satisfactory financial statement and we do not want to feel 
that we are a burden on the government. We do not want the “railway problem” 
to reappear. The Canadian National Railways is operating efficiently but it 
may very easily be made to appear a failure because it cannot achieve the 
impossible. In that event the effect on the railway organization itself will be 
one of discouragement. Moreover the comparison between state ownership and 
private enterprise is involved. State ownership should not be so handicapped as 
to preclude the possibility of a proper comparison with railways under private 
ownership. | 

In conclusion I should emphasize that the acceptance of our proposal would 
not increase or diminish the amount of our cash settlements with the government. 
We always pay them everything we earn, a part of such payments being in the 
form of interest and the remainder as surplus, and we shall continue so to do. 
The only effect it would have would be that in those years in which we failed ° 
to earn part or all of the interest on the loans in question, our book deficit would 
be correspondingly reduced and it would not be necessary for parliament to vote 
us a contribution in order to pay to the government the unearned interest. 
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STATEMENT “B? _ 


RATIO OF FIXED CHARGES TO REVENUES 
Ratio of Fixed 


Miles Charges to 
of Road Operating Total Operating 
Operated Revenues Fixed Charges Revenues 
1939 .1944 °° 
OWNS VERT. | isiernee spe ica leg 1939 10,270 $ 430,930,778  $ 79,595,750 18-47 
1944 10,098 1,010,015,912 75,539,810 7°48 
ENE AUNOTE. HON UP ald ociecs/aies «fs 1939 11,008 341,086,708 48,103,444 14-10 
1944 10,746 714,963,385 46,187,801 6°46 
LOR ERES ata OM 94s) Lk LOLA aN 1939 13,069 217,572,889 30,007,291 13:79 
1944 12,595 628,223,517 24,660,432 3°93 
Atehison, Topeka & Santa Fe 1939 13,443 160,039,967 11,056,699 6:91 
1944 13,103 528,080,530 © 10,080,425 . 1-91 
CORTE TAD EJ ecb Bee Me es aula NE De 1939 9,901 164,253,37 1 14,221,976 8-66 
1944 9,781 506,590,966 15,139,681. mena!) 
PePAIVOTO™ Oba ATO. "6 foils OA 1939 6,307 161,030,252 20,421,656 12-68 
1944 6,144 387,193,036 17,742,199 4-58 
dee Wiases LodRoads Soe. ee. 1939 233,277 3,995,004,251 607,740,479 15-21 
1944 228.624 9,435,446,955 566,400,041 6-50 
Aira diran Pacer ie kee css 1939 17,176 152,148,993. 25,506,522 16:76 
1944 17,030 320,262,132 20,831,149 6-50 
CAA AT INaALOR aL) 6 fei eS 1939 23,668 203,820,187 53,488,165 26-24 
1944 23,496 441,147,510 50,474,480 11-44 
*79 41 23,496 441,147,510 36,837,956 8°35 


*On basis of government accepting income bonds in repayment of advances for repatriation 
of securities. 


Mr. Nicuouson: I would like to ask President Vaughan about the state- 
ment made in evidence before this committee, made in 1935 which indicates 
that at that time there was a proposal for some sort of capital revision, and 
he said something to the effect that that did not go far enough, the interest on 
the funded debt made a considerable operating cost item for the railway, and 
so on. Again, in the evidence of the committee sitting in 1937, emphasis was 
placed on the fact that the management of the railroad was not satisfied with 
the financial arrangement as it then stood. I wonder if Mr. Vaughan would 
indicate what attempt has been made since 1935 to get some measure of relief, 
what recommendations have been made, and what he thinks now should be 
done in the way of getting some measure of relief? : 


Mr. VAucHAN: There have been representations made at different times 
during the last few years, many representations have been made. 


Mr. NicHotson: I wonder if the minister would indicate to us what they 
were. ; 


Hon. Mr. Cuevrier: I can confirm what the president has said, that repre- 
sentations have been made since I have been in office. They have been given 
consideration and they are still being considered. 


Mr. Nicuotson: I wonder if the minister would indicate his ideas as to 
what relief might be given. I note that President Vaughan, in the last paragraph 
of the statement which he read to the committee on opening this morning, 
states, very significantly I think, that it is unfair to place the Canadian National 
Railways forever in this position. We all recognize that the refinancing of the — 
capital charges imposed on the railways was unreasonable. I am not suggesting 
that the public should suffer, but I think the burden should be placed where it 
belongs, on the government rather than on the railways. 


Hon. Mr. Curvrizr: All I can say in answer to your question, Mr. Nicholson, 
is that the matter is under careful consideration, but I can give you no assurance 
that a decision will be reached. 


Mr. Gipson: In the States where they made this capital rontrangentent 
that loss of $2 billion had to be taken by the public generally? a 


Mr. VaucHan: The public paid for it, yes. 
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_ .., Mr. Picarp: When the reorganization took place in Canada, it was the 
government who took the loss, was it not? 

Mr. VaucHaAN: Nobody was asked to take a loss. There was simply put into 
effect a change in the method of accounting. If we did not earn the interest on 
the government loans it would show as a loss in our accounts. 

Mr. Picarp: But the way the matter stands now, the public own it? 

Mr. VAuGcHAN: I am not suggesting that it should be altered at all. 


Hon. Mr. Cuevrizr: That is only in so far as the $400,000,000 repatriated 
from the United Kingdom is concerned. 


Mr. Prcarp: But if I understand the situation in the United States, their 
fixed charges have been reduced very much more than what you are suggesting 
be done here, and the loss on the revaluation has to be absorbed by the 
security holders, the public. 

Mr. VAUGHAN: Yes. 

Hon. Mr. Cuevrizr: Those lines went into liquidation. 


Mr. Picarp: And at the time when the Canadian National Railways was 
formed it assumed the debts of the companies then taken over. 


Mr. VaucHan: If the government. of the day had not wished or desired 
to protect private capital, a number of the railways which now make up the 
Canadian National would have been forced into liquidation because of the fact 
that they could not meet the interest charges on their funded debt, and the 
result would have been that their funded debt would have been reduced to a 
point where they could earn interest charges on it. 


Mr. Picarp: And they would then have taken the same step as is being 
taken now in the United States under the supervision of the Interstate Commerce 
Commission? 

_ Mr. Vaucuan: We feel now, in respect to this $400,000,000 of securities 
on which interest is still being paid, that the time has come for an adjustment. 

Mr. Picarp: I agree with you, I think you should have a revision of your 
financial set-up. 

Hon. Mr. Cuevriser: This relates only to the $400,000,000. 


Mr. Picarp: If I understand you correctly, there is no question of a con- 
version in which the public would assume the loss. 

Hon. Mr. Curvrisr: That is right. 

Mr. Prcarp: But had those roads which now make up the Canadian National 
continued to operate as private companies we would have been faced with the 
' same situation as they have had in the United States where the public had 

to assume the loss. Had the government not guaranteed the investment of the 
public the same situation would have developed here as has developed over 
there during the last two years, and the public would have lost through the 
reorganization the same as they did there. 
Mr. VauGHAN: Or, take today; if we did not have the backing of the - 
government we would have had to go through receiver’s hands, not for the last 
_ five years, but before that, and the court or the liquidator, whoever looked after 
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the matter, would have reduced our fixed charges to a figure that we could 

have earned interest on. We have never had that opportunity because it was 
considered that the credit of the government would be involved if we attempted 
to go through a form of receivership. 


Mr. Picarp: Then, that $400,000,000 of charges there, while it may only 
_ be a book entry, still affects the ratio of fixed charges and income, and it would 
i 63947—3 
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be still higher—if that were taken over as you suggest—your fixed charges in 
relation to income would still be higher than the fixed charges for similar roads 
in the United States? 


Mr. VaucHan: That is correct. 


Mr. MutcH: What you are saying in effect is, that what we are doing is: 


taking our money out of one pocket and putting into another pocket. It is just 
an interchange between government accounts, the payment of the fixed charges 
on this $400,000,000. | 


Mr. Vaucuan: Exactly. It does not make one particle of difference to 
the government in any shape, manner or form. Any time we earn money we 


pay it to the government; and if we do not earn it we cannot pay it anyway. 


We are merely asking for an adjustment in our financial set-up. 

Mr. Mourcu: I am not so much concerned by what happens to the govern- 
ment; is it not in effect to change the position so far as the taxpayers are 
concerned, but under the present system the taxpayer is given the impression 
that funds are being lost where in reality there is no loss at all. It is made 
to appear as a loss by reason of the fact that it shows as a deficit whereas all 
we are doing really is to turn it over from one account to another. 

Mr. Prcarp: That should have been done when the railways were taken 
over. 

Mr. Murcu: Well, whether it should have been done or not, we are stuck 
with it now. 

The Actinc CuairMAN: Your idea is that the government should have 
cancelled that debt of $400,000,000. 

Hon. Mr. Cuevrier: No. 

Mr. VaucHan: No. We say to them, instead of taking demand notes from 
us on which we are obliged to pay 3-5 per cent interest, you accept income 
bonds on which interest would be paid when earned. Such an arrangement 
would not change the position of the government in one particular, or the position 
of the public, but it would give us a little better bookkeeping set-up and one 
which we should have. ) 

Mr. Hazen: This $400,000,000 securities to which you refer is the amount 
which was taken over from the United Kingdom residents since the outbreak 
of the war? 

Mr. VAUGHAN: Yes, sir. 


Mr. Hazen: And you want to have that set out separately in the state- 
ment? Where does that appear? 

Mr, VaucHan: That is on page 2 of the report. 

Mr. Jackman: May I ask, Mr. President, if you had this $400,000,000 
transferred to income bonds in place of demand notes to the government, would 
that complete your demand for capital readjustment; or would you come along 
next year or in the years to come for further readjustments? 

Mr. VaucHan: I would not make any promises in that regard, Mr. Jack- 
man, because we still would not be in a proper position even after that $400,- 
000,000 was dealt with; our fixed charges would still be higher than they should 
be in comparison with other lines in so far as the ratio of fixed charges to gross 
revenue is concerned. 

Mr. JacKMAN: You would be in exactly the same situation as were the 
1937 directors in accepting benevolence, if you want to call it that. 


Mr. Vaucuan: Don’t call that benevolence, we do not like that. 
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Mr. JAcKMAN: I know you don’t like it. But you still reserve the right 
to come back and ask for further revision in your capital structure; and the 
first difficult year that comes along would find you seeking adjustment with 
respect to your fixed charges. i 

Mr. VaueHan: We would say that we should have a proper set-up, one 
which would make our fixed charges not more than twenty-five per cent of 
what they are today. If you do that, if you would make our fixed charges not 
more than twenty-five per cent of what they are, we would not come back again. 
But this would be only a partial remedy of the situation. 


Mr. JACKMAN: What relationship would the interest charge on the $400,- 
000,000 bear to the total fixed charges, approximately? Would that’ reduce 
them about twenty-five per cent of itself? What was the amount of the 
reduction made in 1937? I see that in your brief you make some mention of 
the amounts written off, and of interest charges on deficit, and also an amount 
which was spent on capital expenditures—how much was the total in 1937? 

Mr, VaucHan: Mr. Cooper has those figures. 


Mr. Cooper: There has been mentioned an amount of some $270,000,000 as 
having been transferred from the category of interest bearing debt to that of 
_ equity capital. That was the first adjustment. An then, in respect of loans by 
the government to the railway for deficits; which as the president said should 
_ not have been treated: as loans; the amount involved was $373,000,000. Then 
there was the interest which had been accrued in favour of the government 
amounting to $530,000,000. There was the $270,000,000 which was transferred, 
from the category of debt to equity capital and $904,000,000 which was eliminated 
from the balance sheet. 

Mr. JAcKMAN: On page 5, of your statement, and I want to be clear on 
this, in respect of government loans for capital purposes, there was the capital 
revision act which changed the character of these loans. Is that included in 
the figure that you have given us? 

Mr. Cooper: Yes, I have been speaking of that figure. 


2 Mr. JACKMAN: May I ask the chairman, in his reference to the capital 
_ reorganizations of the railways in the United States, whether any of those 
_ railroads were unable to earn their fixed charges during recent years? 


Mr. VaucHAN: I cannot say as to that. Most of those railroads have 


<t 


been in receivership for six or seven, some of them for ten years, and they 
just came out of receivership during this Jast year. I believe that during the 
_ war years most of them probably have done fairly well, as nearly all railways 
_ have done. It must be remembered that during the war years, not only did 
operating incomes rise materially, but the character of the traffic varied so that 
- our rates on such commodities were remunerative. And now, we will not have 
_ these commodities to move during peacetime and that is going to affect all 
, railways. You probably have seen where the railroads in the United States, 
_ many of the larger railroads—take the Pennsylvania, for example, has been 
operating in the red during the first three months of this year—they have 
i been grossing about a billion dollars a year. 
Mr. JACKMAN: Did any of the Class one railroads in the United States 
_ go through receivership during the period you mentioned? 
: Mr. VauGHan: Yes, nearly all of them were class one roads. That includes 
_ practically all the big lines. 
a Mr. JAcKMAN: What is the basis for classification of railroads over there? 
__ Mr. Coorrer: Any railway whose earnings are in excess of a million dollars 
_ gross per annum is class “I”, 
6934733 
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Mr. Vaucuan: On the I. CG. C. list—there is the Northwestern, the Great- : 


western, the Soo Line, the Chicago-St. Paul-Milwaukee-Pacific; here is the 


i 
iA} 
1 4 


7 
| 


M 
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Soo Line (which is owned by the Canadian Pacific Railway) before reorganiza- — 


tion fixed charges were $8,680,000; after $54,860. 
Mr. Nicuotson: Before we go*on with the printed report, if there is no 


other matter before the committee, I wonder if the president would care to | 


make some statement on the present coal situation, and particularly with 
respect. to the possibility of a suspension in whole or in part of rail services in 
Canada. ; 

The Acrinc CHarrMAN: Is there any reference to that in the report. _ 


Mr. Nicuotson: Yes, Mr. Chairman, it is referred to in the statement — 


presented to the committee. 

Mr. VaucHan: In the United States, as you may have read, there was an 
order issued from Washington, I think it was on the 7th of May, that rail 
service be cut down 25 per cent, and another 25 per cent on the 15th of May. 
And now, as the result of the miners going back to work they have decided 
not to make the second cut of 25 per cent, but the original cut of 25 per cent 
remains until the coal emergency is over. We have had some discussion in 
Canada, and we had practically reached the conclusion that if they had to 
take drastic action of that kind in the United States it would only be fair 
that we take similar action in Canada. 

Mr. Harkness: In connection with the coal supply I remember that you 
said last year that Alberta coal was only being used as far east as some place 
in Saskatchewan, whereas at one time it was used pretty well all the way east 
to the head of the lakes. 

Mr. VAUGHAN: Yes. 

Mr. Harkness: Have you moved that boundary back again as far as the 
supply of Alberta coal is concerned? : 

Mr. VaucHAN: It is gradually being moved back. 

Mr. Harkness: Where is it now. 

Mr. VaucHan: We have been able to get considerably more coal from 
the mines in the west than during the war. We took every ton of Canadian 
coal we could get. from Canadian mines that was suitable to burn in locomotives. 
We were better off in the west than we were in the east. Take for instance last 
year, it cost us over $2,000,000 to move to points east of Montreal American 
coal, down as far as Truro, Noya Scotia, a territory that was always before 
supplied by Nova Scotia coal; but there was such a demand for other purposes 
during the war that the Canadian National Railways was compelled to move 
American coal into territories which in normal times used Canadian coal. 
Unfortunately, that involved very high costs for us. 


Mr. Harkness: How far east have you moved the boundary for Alberta 
coal now? ; 


Mr. VaucHan: I cannot say offhand. I can say this, though, that we are — 


taking very large quantities of Alberta coal. 

Mr. Watton: It is used as far east as the lake head, Fort William and 
Port Arthur. ; 

Mr. Harkness: You are practically back to the pre-war situation? 

Mr. Watton: That is right. 

Mr. Harkness: You anticipate you will be able to get sufficient coal from 


the Alberta mines to make it economical for you to extend the limit eastwards? © 
Mr. VaucHAN: I doubt if we could extend its use very far east in the face 


of existing conditions. 
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Mr. Harkness: In the event that the coal strike had continued, would 


D: you have been able to get a sufficient supply of coal from Alberta, British 


Columbia and Saskatchewan to look after your needs and keep your railway 
running? 

Mr. VaucHan: I feel reasonably certain that with the coal we can get 
from western and eastern Canada plus what we have in stock, we will be able 
to get through without difficulty. : 

Mr. Mutou: Would you have been substantially cutting into the stock 
piles for the winter for the civilian population by having done that? 

Mr. VaucHAN: We have cut into a lot of stock piles. We have loaded a 
lot of coal into cars since this strike took place in the United States. ; 

Mr. Murou: My question had to do not so much with the use of western 
coal, as to the extent to which you had to cut into civilian stock piles. 

Mr. Vaucuan: I do not think it will aggravate the situation unduly, during 
the last few months the situation has been very much improved. 

Mr. Harkness: In the event of these United States coal mines coming 
back into full production, would you then consider using American coal in 
parts of Manitoba and in the lakehead area, and so on, or would you just 
continue to use western coal? 

“Mr. Vaucuan: That would depend to a great extent on cost. We always 
give preference to Canadian coal where price and-quality are equal. In fact, 


we go a little bit further than that in many cases. There is a large territory 
‘particularly in central Ontario in which it is much easier for us to obtain our 


requirements from the United States rather than from Canadian points, and 
I think that will always be the case. If there should be a policy adopted some 
time whereby the coal companies are placed in such a position that they can 
sell coal to us at competitive prices, that is another thing. 

Mr. Harxness: Then there was no fixed policy on your part to continue 
to use Alberta coal east as far as the lakehead? , 

Mr. VaucHan: No. I think it is only fair to tell you so. I do not want 
to mislead this committee. It is fair for me to say that we have got to buy 
all our commodities at lowest cost to the railway, quality and other things 


being taken into account. 


The Acting CHatrMan: But in case of any preference, it would be given 
to Canadian coal? 

Mr. VaucHan: Absolutely. 

Mr. JacKMAN: This question of Alberta coal is a matter of great concern to 
Canada, particularly to the, people of the west, because it relates to the 
development of national resources. I wonder if you can tell us how you find 


_ Alberta coal for burning in engines on the railways. 


Mr. VauaHan: The Alberta coal from certain mines is satisfactory for 
locomotive use. As a rule it hasn’t got the B.T.U’s. that the better grades of 
American coal has, and it is a much finer coal. We would be delighted to use 


‘Canadian coal if we could buy it at a price. 


Mr. Jackman: You have been using it for years, and you have found it 


~ economical to use it as far east as the lakehead. 


Mr. VaucHAN: Well, it must be remembered that we used it east to the 
lakehead during the time when the government provided a subvention. 


Mr. Jackman: Of how much? 


~ Mr. VaucHan: I don’t remember just how much it was now, Mr. Jackman. 
They gave the mines a sufficient subvention to enable them to meet the com- 


petitive price. Likewise they gave the mines in Nova Scotia a subvention te 
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enable them to meet competitive prices. And as I said, our present concern is 
cost. We have to take cost into account, but if Canadian mines can supply the | 
~ coal at a competitive price we will buy it from them. : 

Mr. JAcKMAN: Have you any idea of how much that subvention works out, 
per ton? Perhaps you could tell the committee just where the break-even 
point is between Ontario and Nova Scotia, and also the break-even point in 
the west with respect to American coal and coal available from the western 
mines. 

Mr. Vaucuan: I haven’t talked that over recently because during the war _ 
it has been a question of getting all the coal we could from every source we 
could, but prior to the war that took into account the subventions. At that 
time the break-even point for western coal was about the Manitoba-boundary. 

Mr. NicHotson: Manitoba and Saskatchewan. : 


Mr. VaucHan: Yes, the Manitoba and Saskatchewan boundary—and the 
eastern coal, depending upon how the coal was moved, was at Montreal. If 
the coal was brought up by water from Montreal by the coal companies in 
their own boats they could meet, the prices there. 

Mr. Harkness: You are getting a subvention on Alberta coal that you - 
use east of the Manitoba border? 

Mr. Vaucuan: No, sir, we as a railway have not been involved in the 
subventions; the coal companies apply for subventions in order to enable them 
to meet competitive prices; but that has not been involved during the war 
because we have had to take American coal into Saskatchewan because Cana- 
dian coal was not available. The subvention is a‘matter for the coal companies 
to arrange. 


The Acting CuarrMAn: Now, gentlemen, it is 1 o’clock. Shall we meet 
at 4 o’clock? There are a lot of officers of the Canadian National Railways 
here, and I hope we can facilitate these officials as much as possible to get back 
to their work and make a little further profit in their year’s work. 

Mr. Gipson: Get them back to work. 


Hon. Mr, Cuevrinr: It has been the practice, may I say, to sit twice a 
day, and I am told sometimes three times a day, to allow the officers to get - 
through with their work before this committee and get back to their offices. 


The Committee adjourned to meet again at 4 p.m. this day. 


The Committee resumed at 4.00 p.m. 


The Actinc CHairMAN: Order, gentlemen, please. 


Mr. Jackman: I think we were on the subject of coal when we adjourned 
at noon, and Mr. Vaughan had just given us the break-even point on the 
pre-war conditions for western and eastern sources of coal. I recall having 
read somewhere this morning that coal had to be hauled, imported coal, for use 
on the eastern division. May I ask him just how far we have to take coal east 
to supply the eastern division. You were using coal on the eastern division? 

Mr. VaucHAN: Up to the end of last year we were using Canadian coal at 
various points in the maritime provinces, but we we were unable to get sufficient 
to bring much of it as far west as Moncton. As a consequence of that we were 
compelled to take American coal down east as far as Truro, Nova Scotia. ¥ 

Mr. JAcKMAN: You could not use Nova Scotia coal west of Moncton? 

Mr. VauGHAN: Because we could not get sufficient of it. 
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Mr. JAcKMAN: Because of insufficiency of supply; and your further state- 
ment was—what about Truro? 
Mr. VaucHan: We took American coal all the way down to Truro, Nova 
Scotia. 7 

Mr. Jackman: Did that condition prevail before the war? 

Mr. Vaucuan: No, no; it did not. 


Mr. Jackman: Why can’t we use Nova Scotia coal around Truro and on 
the eastern division? 


Mr. VaucHaNn: For the reason that we have not been able to get it. We 
have taken every ton of Nova Scotia coal we could get but we could not get 
a sufficient amount to meet our requirements. 

Mr. JackMAN: Then, it is a matter of production, it is not primarily a 
question of cost. 

Mr. VaueuHan: No. Cost was not involved in that at all. There were two 
reasons, production had gone down, and all during the war consumption in the 
maritime provinces increased and there was a big demand for bunkering ships. 


Mr. Watton: Quite a bit of Nova Scotia coal also went to Newfoundland 
during the war. 


Mr. JackMAN: Was there as much coal produced in that area during the 
war as in pre-war days? 

Mr. Vaueuan: I think during the last two or three years of the war 
production was going down each year. During the war we took all the 
Canadian coal we could get from all sources. 


Mr. Jackman: It seems to me most unfortunate that we should have to 
have imported American coal and carried it as far east as Truro. 


Mr. VaucHuan: We regretted very much the fact that we could not get 
Canadian coal because there was a tremendous expense to us involved in the 
movement of American coal moved down there. We figure that it cost us 
around $12.99 to get the American coal down to the maritime provinces against 
an average cost of—well, to put it this way, it cost us $4.29 more to haul it 
down there than we would have had to pay for Canadian coal. 

Mr. Nicuouison: $4—what was it? 

Mr. VaucHaNn: $4.29 per ton. It cost us over $2,000,000 to move American 
coal to the maritime provinces last year; that is, our operating expenses were 
added to by that amount of money because we could not get sufficient Canadian 
coal to meet our requirements. ! 


Mr. Harkness: Has that situation improved? 

Mr. VAUGHAN: Yes. 

Mr. Harxenss: Production has increased? 

Mr. VaucHan: Yes, and there is not the demand for bunker coal now. 


Mr. Moore: Some reference was made to-day to the use of oil in connec- 
tion with locomotives, and I think the statement was made that the railway 
owned two oil wells in Alberta. 


Mr. VaucHan: We have been operating some oil wells near Vermilion. 


Mr. Harkness: Would it be profitable to the railways to operate their own 
coal mines in Alberta to supplement the production of private mines? 


Mr. Vaucuan: We do not believe we would be any better off mining coal 
ourselves. We would rather leave the production of coal to privately owned 
mines. | 


Mr. Nicuoison: But you do own coal mines yourselves, do you not? 


~ 
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Mr. VaucHAN: We own mines in the state of Ohio which came to the 
Canadian National through the Grand Trunk. They were purchased many 
years ago by the Grand Trunk Railway to protect their supply of American 
coal. We still operate those mines and last year they produced 1,300,000 tons 
of coal. 

Mr. NicHotson: Your experience does not indicate that you would be 
warranted in going into the coal mining business? 

Mr. VauaHan: We would prefer to stay out of the mining business if we 
can purchase sufficient coal to meet our railroad requirements. 

Mr. Harxyess: I think you said something to the effect-that more coal 
could be produced in Alberta than you could use? 

Mr. Vaucuan: That is correct in normal times. 

Mr. Harkness: So there is no reason for the railway going into the coal 
mining business. 

Mr. VaucHan: No, that is correct. That applies also to eastern Canada. 

The Acting Cuarrman: Are there any other questions on coal? 


Mr. Jackman: I suppose it is a fair inference then, Mr. Vaughan, that it~ 


would not pay the railways, or that one could not move maritime coal to points: 
farther west under the subventions to the coal companies during the recent 


years. If you could not get enough coal, then it is not likely that a subyention - 


would help. 

_ Mr. Vaueuan: I do not think the question of subventions is involved at 
all, certainly not during the war, because there was a ready market for every 
ton of Nova Scotia coal produced during the war, I think, without subventions. 
There may have been certain cases where subventions were necessary, but 
generally speaking there was certainly a market for every ton of eastern-—Nova 
Scotia coal or New Brunswick coal—that could be produced. 

Mr. JackMAN: So the railways were not engaged in hauling Nova Scotia 
coal down to Montreal or places like that? 
Mr. Vaueuan: No. 


Mr. Jackman: If there was coal you got it. You did not take any coal 
from the eastern mines and bring it up here to central points at the same time 
as you were hauling American coal down to the eastern idivisions? 

Mr. VaucHan: No, there was no cross-hauling at all, 


The Acting CuHarrman: All right, gentlemen, we will now take page 5, 
are there any questions on that? 


Mr. Harkness: Mr, Chairman, I would like to refer to the third or fourth 
paragraph there: 


“Post-war projects were studied during the past year and plans 
were advanced for the improvement of the company’s service to the 
public, particularly in regard to accelerated schedules and the provision 
of equipment designed for more economical operation and greater con- 
venience and comfort for passengers.” 


And some place further on I noticed a number of new cars of various kinds 
had been provided for, but I did not notice that that included sleeping cars or 
anything along that line. 

Mr. VaucHAN: We have not ordered any sleeping ‘cars as yet. In: fact, 
we were unable until recently to get any priorities for passenger cars from the 
Department of Munitions and Supply. That does not apply now. We are having 
specifications prepared now for sleeping cars of the most modern design. 

Mr. NicHotson: Could you give us an idea about the design? 
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_ Mr. Harkness: What I have is this, that the last few times I have travelled 

on the C.P.R. they have some very much improved sleeping cars and compart- 

-ments which are really comfortable. I wondered if the C.N. had gone in for 
the same sort of thing. — ‘ 

He Mr. VaucHan: We are planning on the most modern type of sleeping car 

available. We have conducted much research in connection with it, and when 

these cars are produced they will be the latest and most up to date cars. In 

_ the meantime we are rehabilitating a lot of our present equipment and modern- 

__‘ izing it to some extent and redecorating it. The cars will be made as comfortable 
as possible. 

Mr. Murcu: Is a good deal of that work being done on the western division? 

Mr. VauGHan: Yes, some of it in our Winnipeg shops. 

Mr. Harkness: Have you any of these new style sleeping cars in operation 

yet? 

Mr. VaucHan: We have none of the Roomette or duplex types. 

Mr. Harkness: How long will it be before you get any of these into 
operation? 

| Mr. Vaucuan: I think it will be the best part of a year. 

Mr. Harkness: I would think that the C.N. would suffer so far as attracting 

passengers in competition with the C.P.R. if they do not provide that type 

of service. 

Mr. VaucHan: We are going to get the most modern type of car. 

o Hon. Mr. Curvrier: You have an order in for some at the present time, 

have you not? : , 

Mr. VaucHAN: Yes, for the most modern type of coaches. The car companies 

have orders from us now also for baggage cars and the combined bageage- 

express cars—there are thirty coaches, as well as mail and express cars and 

baggage cars on order. 

Hon. Mr. Curvrrer: And when will these be in operation? 

Mr. VauGcHaN: This fall. 

Mr. Picarp: Last year you told the committee that you were investigating 

_ the possibility of obtaining new rolling stock and equipment; what has been 

_ done during the year. 

q Mr. VaucHan: We have developed it to the extent that we will soon have 

_ our specifications completed. Our men have spent considerable time with the 


latest type of equipment. 

a Mr. Picarp: In the United States they have already put many new type 
Cars on the road, have they not? 

3 Mr. VaucHan: To a certain extent they have a number of duplex cars and 

roomettes in operation. 
| Mr. Nicnotson: “Would Mr. Vaughan care to make a further statement 
' with regard to post-war plans. Two or three years ago we had a rather extensive 
_ brief presented on that subject to the reconstruction committee. It has been 
_ over a year now since V-E day. Would President Vaughan care to make a 
_ statement as to what condition these plans would be in? | 
a Mr. VaucHaAN: ‘Those plans as they were presented at that time are still 
on paper. I think we outlined three different types of things to be done: one was 
_ works that were necessary and should be done; another was things that were on 
the border line; and others that would be useful but would not add anything to. 
our net returns. We have not done anything on those plans as yet. Materials, 
s you know, are very scarce and very difficult to get. The housing programme 


railroad men of the United States, and with the car builders, developing the - 
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requires materials of all types; and there does not seem to be any need at the 


present time for spending money on post war projects. That may come in a few 
years, but it does not seem to be here yet. . 

Mr. Nicuotson: How about the employment situation? I saw something 
somewhere in your report—over twenty thousand Canadian National employees 
who had been on service during the war and of that number there were seven 
thousand who were back. . | 

Mr. VaucHan: There are a few more returned than that, I think, as I recall 
it, something like nine thousand have returned to service with us at the present 
time. 

Mr. Nicuotson: You said, a little less than half of those who had joined; 
does that mean that there were not enough jobs available for those men who came 
back and wanted to. resume their employment? 

Mr. VaucHan: There will be jobs for every man who joined the forces who 
was in our service before the war, to the extent that our schedules provide work. 
They may have to replace some of the temporary help that was taken on in the 
last two or three years. We have obliged ourselves to give every man who 
was in our service and who joined up. for active service at least his old job, or as 
good a job as he had when he went away, and to improve it to the extent that he 
would have had promotions while he was away, always of course in accordance 
with our labour agreements. 

Mr. Nicuoison: But less than half of those who joined up are now working 
with you? 

Mr. VaucHan: They are gradually coming back. Many of these men, of 
course, have money in their pockets and don’t want to go to work immediately 
they come back, but they are gradually coming back. There are still some to 
come back. 3 

Mr. Prcarp: Can it be said that the passenger service is now back to its pre- 
war standard? I mean during the war the inevitable results of the pressure on 
the system meant lowering of standards. Can it be said that now your line is 
fully back to pre-war standards in respect to passenger facilities? 

Mr. VaucHan: Not quite. For instance, on our morning train between 
Toronto and Montreal we have no parlour car. We had them on those trains 
before the war, but that equipment is being rehabilitated in our shops and will 
before long be back in service again. 

The Actinc CuarrMan: I noticed that the train which leaves Montreal for 
Ottawa at 4.30 does not carry a diner. 

Mr. Watton: Not at the present time. 

Mr. JAckKMAN: Do you build many of your own cars and locomotives? 

Mr. VaucHan: We do not usually build new cars. Our locomotives, 
passenger cars and freight cars generally are built by commercial shops. We do 
build a few refrigerator cars in our Winnipeg shops from time to time. 

Mr. JAckKMAN: Do you have any car-building or locomotive building 
plants? 

Mr. VauGHAN: We have facilities where we could build cars and locomotives 
if we had the space inthem. These facilities are fully occupied with the repairing 
of our equipment rather than with the building of new equipment. 

Hon. Mr. CHeEvrier: You do all your own repairs, do you not? 

Mr. VAUGHAN: Yes. 

The ActinGc CHAIRMAN: Are there any more questions on page 5? 
| Mr. Moore: Yes. There is that reference in the fifth paragraph as to 
competition between the railway and highway services presenting a problem of 
growing importance. The member for Skeena asked me to ask you a question in 
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connection with that. He tells me that during the war years a highway was 
‘ constructed by the Department of Reconstruction to provide a service to 
- -Vancouver. Since that time the highway has been closed off and representations 
have been made by various bodies in British Columbia to have this route opened 
i up, but their effort has not met with any success so far. 


7 Mr. VaucHAN: That matter is now under negotiation with the British 
4 Columbia government. A portion of the highway runs on the right of way of the 
railway. We had an agreement with the Dominion government that it was to 
be used only for war purposes and that they would protect us against accidents 
% by the users of the highway. The war is over now and our agreement with the 
Dominion has expired. One of the British Columbia cabinet ministers came to 
see me a few days ago and we explained to him our views on the further use 
of the highway on our right of way. I am hopeful that we will be able to make 
a satisfactory arrangement with the provincial government in regard to the 
matter. | 

Mr. Picarp: In connection with the coal shortage mentioned this morning, 
of the possibility of action along certain lines, has the company any definite 

~plan on that, or is it just in the exploratory stages? 

Mr. VaucHAN: We have no definite plan as yet, Mr. Picard. We have the 
situation lined up so that we could very quickly formulate plans if we have to. 

Mr. Picarp: Would there be any provision made for the public in respect 
to local train service on the main line east between Levis and Riviére du Loup? 
Supposing one of your advisers was to recommend that some of the local train 
services on that line be discontinued, would any consideration be given to the 
people of the district? 

Mr. Vaucuan: If we find it necessary to do anything of that kind, you may 
depend upon it that it would be done with the least inconvenience possible to 
the public. If we had to take trains off, we would take off some of the least 
important trains. 

Mr. Picarp: Yes. But I have in mind the train service between Levis and 
points east in Quebec—for instance, Riviere du Loup. A lot of people are 
complaining nowadays that the maritime express does not stop except at two or 
three points along the route, and they say that if any train was removed in that 
district, any of the local trains, it would cause them great inconvenience and 
hardship because of the fact that the through trains do not stop at local points. 
No doubt it could be arranged, that service could be given by the maritime 
express and trains of that type by arranging for them. to stop at the stations 
serving the district. It might take the express fifteen or twenty minutes longer 
to make the run between Riviére du Loup and Levis, but it would give a better 

"service than is available at the present time. 
es Mr. VAuGHAN: We will at all times try to see that the various localities have 
: an adequate train service for the time being, and they could have resource to a 
plan such as you suggest. If we took off a local train we would have to 
have the through trains provide a service, but of course our friends coming from: 
the east would not like the delay. 
a Mr. JAcKMAN: In connection with the $24,000,000 surplus from operations 
last year which your report shows was turned over to the federal treasury what, 
kind of bookkeeping credit do you get for that? Do you get a reduction in the 
~ debt you owe the government? 

Mr Coopnmr: Yes. 

Mr. JACKMAN: On open account, or where does it show? 


i. Mr. Cooprr: On the balance sheet, on the right hand side, Dominion of 
ee ‘Canada loans, 5674, 000,000. That amount would be reduced by the amount of: 
_ the surplus. ent 
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Mr. JACKMAN: So when you pay this operating surplus or profit to the 
government it really goes to reduce a loan which.they made to you in some 
former year? 

Mr. Cooper: That 1s so. 

Mr. VaucHan: That is correct. | 
- Mr. Harkness: Just before that the interest on the funded debt owed to 
the public had decreased by something over $2,000,000, and the increased interest 
on government loans was only about $300,000. Was that due to a refunding 
operation financed by the government? 

Mr. Cooprrr: There are two reasons. One is the reduction of debt through 
surplus, and the other is refunding at a lower interest rate. 

Mr. Harkness: What was the first one? 

Mr. Cooper: The first one is the reduction in the debt by the amount of 
the surplus earnings, and the second one is the refunding of debt at a lower 
interest rate. Those two things in combination account for the reduction in 
the fixed charges. 

Mr. JAcKMAN: In connection with refunding all such operations have been 
carried on with the government or have you endeavoured to refund any bonds 
held by the public? 

Mr. Cooper: In recent years this has all been with the government. 

Mr. JackMAN: Have you bonds outstanding with the public—I have not 
checked the list at the back—in connection with which you have some refunding 
operations to put through as soon as you are permitted? 

Mr. VAUGHAN: Yes, we have some. You have a list of those maturities; 
for instance, there is one big loan coming due during the year which will be 
refunded at a much lower rate of interest. 

Mr. JAcKMAN: What page is that? 

Mr. VaucHan: Mr. Cooper will give you those. Sein. 

Mr. Cooper: Look at the annual report, the next to the last item in the 
government guarantees is 24 per cent guaranteed bonds due on January 15, 
1946, $15,000,000. 

Mr. JACKMAN: They are out now? 

Mr. Cooper: They were refunded by a government loan at 24 per cent. 

Mr, JAcKMAN: What maturity? 

Mr. VauGHAN: Ten years. 

Mr. Jackman: Ten years at 24? 

Mr. Cooper: Seven years. 

Mr. VAuGHAN: Seven years for those retired, but I think it has been 
supplanted by a loan for ten years. 

Mr. Cooper: Oh yes, I beg your pardon. Then, further up you see 64 per 
cent sinking fund debenture bonds issued by the Canadian Northern in 1921 
which fall due on July 1, 1946. The total amount outstanding is $23,752,000. 
Arrangements have been made with the dominion government to take up that 
issue by a loan from the dominion, and we expect to get it at 2 per cent payable 
in United States funds. : 

Mr. JAckKMAN: Is it United States now? 

‘Mr. Cooprr: Yes. 

Mr. JAcKMAN: And the maturity? 

Mr. Cooprr: July 1, 1946. | : 
Hon. Mr. Cuevrter: That will represent an annual saving of how much? 

0}, Mr. Coormr: There will be an annual saving of $1,068,000. 
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Mr. JackMAN: The new maturity is what, Mr. Cooper? 
Mr. Cooprr: I think it is a ten-year loan. 


Mr. JAcKMAN: Of course, in both those cases maturity was almost upon 
you. You had to do something anyway, but are there no bonds with higher 
coupon rates that you can call and retund? 


Mr. VAUGHAN: We call all the bonds we can. There are some bonds, of 
course, that are issued unfortunately without any callable features to them, 
but when they are callable from certain dates, we take advantage as soon as 
possible of the callable privilege. 
Mr. Cooper: There are no further bonds callable until 1948. 


Mr. JACKMAN: For instance, these 5 per cent thirty-year guaranteed bonds 
of 1954, $50,000,000, you cannot call those? 

Mr. Coorrr: They are callable in 1950 or thereafter. We cannot call them 
before 1950. You can call them on November 1, 1950 at 105. 


Mr. JAcKMAN: Most of your refinancing seems to be done by the govern- 
ment now, not only on capital account but also on equipment loans. During 
the war years I remember that I questioned whether or not you might not be 
better off if rather than having to do your financing through the government, 
which was required at that time owing to the victory loan demands, you were 
allowed to operate in the ordinary markets? 

- Mr. Cooprr: Not necessarily. There is quite a possibility that we shall 
soon go into the market. 

Mr. Picarp: I may not have followed this very well, but what about those 

635 per cent bonds in 1946? Are those the ones you mentioned? 


Mr. Cooper: That is the one we were speaking of. 
Mr. Picarp: That is the one you mentioned a minute ago. 


Mr. JAcKMAN: Do you feel that the system is getting as low rates from the 
government on rolling stock equipment bonds as it might get somewhere else? 


, Mr. VaucHan: There are still some 34 per cent equipment issues out. We 
' are now negotiating with the government to make a loan which would take care 
: of those at a lower rate of interest. We have not completed our plans in that 
connection yet, but the government have expressed willingness that we should 
do that. 


s Mr. JACKMAN: From the standpoint of operating the system would you not 
feel better and freer if you did your Anancing through ordinary channels rather 
than through the government? 


Mr. VaucHan: There are two ways to look at that. After all, in some 
respects we think it would be better if the government held all securities of the 
Canadian National Railways. At other times we think they charge us too high 
a rate of interest and that we could go out on the market and get money at a 
lower rate. Taking it by and large I do not think it is a bad thing for our 
financing to be done with the government, but we are considering making a 
public issue at an early date. 


Mr. JAcKMAN: It seems to me that during recent years the government have 
rather overcharged you, and for purposes of comparison with other systems 
it would be better if you were on your own feet. 

Mr. VaucHaANn: The highest interest is 34 per cent charged on the vested 
securities. 

Mr. JAckMAN: What are the C.P.R. and other first class railroads borrow- 
ing at at the present time? 


Mr. VauGHAN: I have not seen any of the C.P.R. borrowings recently. 


Some of the American railroads are selling equipment issues at about 13 per cent 
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and 13 per cent. Some of them are making long term loans, such as the 
Southern Pacific. .I saw where they and the Union Pacific made a 30-year 
loan ‘at about 24 per cent the other day. 

; Mr. JAckKMAN: Do you feel that apart from equipment certificates that 
. The C.N.R. on its showing could borrow in the public market? 

Mr. Vaucuan: I think we could borrow in the open market at the present 
time perhaps at a little lower rate than we pay the government. How long 
that condition will continue I do not know. 

Hon. Mr. Curvrrer: On some of the principal payments on equipment and 
hire-purchase agreements the interest is as low as 2 per cent, is it? 

Mr. VaucHAN: We had an equipment issue last year at 23 per cent with the 
dominion government on equipments. That is the lowest rate we have with the 
dominion government. It runs from 34 per cent down to 22, 34 per cent in 1940 
for $8,000,000; 34 per cent in 1941 for $16,500,000. 

Mr. Nicuoutson: That is about 1 per cent more than the American railroads | 
you mentioned are paying? 

Mr. VaucHan: Yes, | 

Mr. Cooper: I think it would interest Mr. Jackman to know that taking ~— 
into account the coupon rate, the exchange rate, and the proportion of discount 
suffered at the time of issue, our average interest rate to the public is 4-69, and | 
to the government is 3-14. | 

Mr. JAckMAN: That is taking in your equipment certificates too? 

Mr. Cooprr: Yes. | 

Mr. JACKMAN: They are not quite the same type of security, of course, | 
are they? | 

Mr. Cooper. No. . , 

Hon. Mr. Cuevrier: What is that again to the public? 

Mr. Cooper: 4:69. On the whole debt, government and public, the average 
rate is 3°85. : 

Mr. JAcKMAN: The figures are not quite comparable because if the govern- 
ment were to hold a great many equipment certificates which obtain a low rate 

in any market it would throw the balance out. 
| Mr. Cooprr: Yes. It is just as a matter of information that I gave the 
rates. It seems to me that a 4-69 rate of interest today is a very high rate. We 
are stuck with it, and there we are. 

Mr. Picarp: You mean you are stuck with it because there is no reconversion? 
Mr. Cooper: There is no provision to eall or redeem them before a certain 
fixed date. 

Mr. JAckMAN: Do you happen to know what the average rate of your 
competitor is? 

Mr. Cooper: No, but I could work it out, Mr. Jackman. 

Mr. JAcKMAN: Never mind unless you want to. 

The Actinc CHAIRMAN: Are there any other questions on page 5? 

Mr. JACKMAN: I am rather interested in Mr. Vaughan’s statement in view 
of the suggestions he made in the morning session that the fixed charges were 
rather heavy on the railway. Yes we find that the financial record in his opinion 
and the outlook are sufficient to allow him to do his financing, not on equipment 
certificates but on the general credit and the mortgage credit of the railway, by 
getting money from the public at a fair price. 

Mr. VAucHAN: The public realizes, of course, that the government is behind 
the Canadian National Railways. 
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Mr. JACKMAN: You are not speaking of guaranteed bonds, are you? 
Mr. VaucHan: Well, bonds that practically carry the government guarantee, 
inplied if not otherwise. | 

Mr. Picarp: Do they not all except equipment issues carry a government 
guarantee? 

Mr. Cooper: No. 

Mr. Picarp: The ones outstanding on page 21. 

Mr. Cooprr: The first group there, $525,000,000, are all guaranteed by the 
dominion. Then you have the guarantees by the provinces and the unguaranteed 
issues. Out of a total of $573,000,000 $525,000,000 is directly guaranteed by the 
dominion. 

Mr. Picarp: That is what I thought. A much larger proportion of it is 
cuaranteed. 

Mr. Coopsmr: Yes. 

The Acting CHAIRMAN: Gentlemen, will we turn now to page 6? 

Mr. JAcKMAN: At the bottom of page 5 you speak about operating revenues 
and expenditures. There was a news item giving the combined rail results for 
the first quarter of this year, and as I calculate it the combined net earnings 
of the C.P.R. are down 29 per cent this year in the first quarter and the C.N.R. 
are down 49 per cent. Why should that be the case in the first quarter? 

Mr. Cooprr: If you are speaking of the published figures of the Canadian 
Pacific of course you have to figure they have got taxes and other items in there. 
The figures are not comparable with ours. 

Mr. JACKMAN: These are the combined net earnings. It talks about net 
operating earnings at the beginning. I will read this. The heading is “Combined 
Rail Net Drops.” I think it is from the Gazette: 

During the first quarter of this year combined net operating earnings 
of the Canadian Pacific and Canadian National Railways showed a drop 
of $9,040,000, or 43-7 per cent compared to a year ago. 


Then at the bottom of the article it refers to combined net earnings. I do 


not know whether that is the same. Yes, it is the same because the total is the 
same, $9,040,000. Therefore, that is before these itmes of taxation which are 
peculiar to the C.P.R. are taken into account. The two railways are down 
$9,040,000 in the first quarter.’ The Canadian Pacific is down $1,739,000 and 
the Canadian National is down $7,301,000. Comparing that with the correspond- 
ing quarter for the previous year it indicates that the C.P.R. is down 29 per cent 
and the C.N.R. is down 49 per cent. 


Mr. Cooprer: There is not any doubt that for the first quarter the earnings 
of the Canadian Pacific have stood up better than ours have. However, I 
noticed that in the month of April our decrease in gross was 12 per cent and theirs 
was 14-6 per cent. 


Mr. JAcKMAN: In gross. Of course, that is gross earnings after expenses. 

Mr. Coorrr: No, gross. | 

Mr. JACKMAN: What are the peculiar conditions that bring about a situation 
like that? ’ 

Mr. VauGHAN: In the first place, of course, our earnings were down to a 


greater extent, and that means that we would r+ have the same reduction in 
expenses that they would have. One of the important reasons for that is, of 


course, that we have so much international business, so much more than thev 
have. That has greatly affected both our gross and our net earning position. 
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‘There have been strikes in the United States’ i; various places, in steel mills and) a 
automobile companies. That all affects our traffic much more than it does the _ ‘ 


Canadian Pacific Railway.* 
A ee JACKMAN: You have a larger percentage of operations in the United 
tates! 

Mr. VaucHan: Yes, part of the Central Vermont and Grand Trunk Western 
are included in our figures, and there has been a very heavy drop in earnings 
both on the Grand Trunk Western and on the Central Vermont railway. 

Mr. Jackman: I suppose that the Soo line comes into the C.P.R.? 

Mr. Vaucuan: No, they do not come into the C.P.R. figures at all. 

Mr. Coorrr: Their Soo line comes in on a dividend basis, Mr. Jackman. 

Mr. VaucHAN: They publish a separate statement for the American lines, 
the Soo line, the Wisconsin Central, the Duluth, South Shore and Atlantic. They 
do not come into the monthly figures. They would only come in if they declared 
a dividend. 

Mr. JacKMAN: Yours is a consolidated picture and theirs 1s not? 

Mr. Coorer: That is right. Theirs is a parent company set-up and ours is 
consolidated. 

Mr. JACKMAN: On the overall picture, even though there may be some 

explanatory reason the difference is very great. 
Mr. Vaueuan: It is hardly fair to take three months as a basis beeause one 
company may start its track laying and its tie renewals much earlier in the 
season than the other company. There are a lot of conditions involved that make 
it rather difficult to make a comparison in only three months. 

The Acting CuHaiRMAN: Are you ready for page 6, gentlemen? 

Mr. JAckKMAN: What I am really trying to get at is, is there anything 
inherent in the C.N.R. condition which would spell bad times ahead for us with 
a general lowering of the volume of traffic as compared with the C.P.R.? After 
all these figures come before interest charges, for instance. 

Mr. Vaucuan: I think the two railways in Canada will be affected very 
largely in the same way except, as I say, that we will be more affected by the 
international situation than they are. But the earnings of the two railways will 
be down pretty much in proportion in Canada. One year we may be down 
some, another year they may be down some. Included in our expenses for the 
first three months is a very substantial wage increase on our United States lines, 
which I think cost us about $750,000. An award was made in the States retro- 
active to the first of January, and that comes into the first three months. So 
that it is very difficult to make a comparison of that kind. I see the point you 
are trying to make, why should we have a greater decline in net earnings than 
they have in the first three months. 

Mr. JAckMAN: And in operations. 

Mr. VaucHan: Yes, and in operations; but, as I say, I do not think it is 
fair—for instance, our gross was down for the period of $8,484,000, and their 
gross was down for the same period only $2,437,000. 

Mr. JAckman: That is for four months? 

Mr. Vaucuan: No that is for the first three months. 

Mr. Picarp: Would the American lines be the only reason for that dis- 
crepancy? 

Mr. Vaucuan: That is one of the reasons, not the only reason. 

Mr. Picarp: When you mentioned that three months was not a fair basis, do 
you figure that at the end of the year the difference will not be so great between 
~ the two railways? 


~ 
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Mr. VaucuHan: I think the C.P.R. drop in gross and net, and ours, will be 
pretty much on the same basis by the end of the year. 


Mr. Picarp: Dc you think we should take the yearly picture? 


Mr. VaucHan: Yes. That is by the fact that gross earnings show quite a 
difference. Their earnings did not show the same reduction as ours from the first 


siderably more than ours. 

Mr. Picarp: So that you think it should be taken on the basis of the 
whole period, the whole year, and that they will be more or less along the 
same line? 

Mr. VAUGHAN: Yes. 

Mr. JAcKMAN: Have you any figures showing what proportion of the 
railway earnings is in Canada and what is in the States. 

/Mr. VaucHan: No. We can figure that out for you. 

Mr. Coorrr: The respective mileages are given in the report? 


Mr. Vaucuan: If you will refer to page 31, you will see that we had 
21,695 miles of line operating in Canada and 1,839 in the United States. These 
figures are very interesting, Mr. Jackman. In the year 1945 our earnings in 
the United States were $49,873,404, and in Canada $383,899,990. 

Mr. JAckmaANn: It runs about the same basis, approximately nine per cent. 


’ Mr. Vaucuan: Yes, pretty much. Our reduction in net earnings on Cana- 
dian lines for the first four months was 8-8 per cent, and on the United States 
Imes it was, 13-9: per cent: 

Mr. JAcKiMAN: But the profit there, the five per cent in relation to the 
ten per cent of the total—that is only two per cent—that is not going to 
affect the picture a very great deal. 
| Mr. VAaucHan: I do not know the exact amount, but it is considerable. 
The Actine CHatrmMAn: Are you ready for page 6? 


Mr. JAcKMAN: May I just ask this. We have to compare results with 
_ something. The C.P.R. is the easiest and the most natural comparison for 
us to take. The lines which we have in the border states, taking the long 
' and the short of it, are just as good lines as our Canadian lines. Then, too, 
the general situation in the United States and Canada is essentially similar, 
conditions which obtain there obtain here, so they would have relatively little 
affect on the general results. I can see your point in a case where you have 
a big wage award to make up; but there is not much reason to say that because 
the C.N. accounts are on a consolidated basis and the C.P.R. are on an 
individual company basis that comparisons cannot be made on the quarterly 
earnings for the respective companies. 


Mr. VaucHan: It might be difficult to do that because the Soo Line, 
as you know, has not been doing very well for a great many years. I do not 
know what the C.P.R. picture would be if they include the result of the Soo 
Line in their consolidated picture. 


Mr. Cooprr: Would it not be fair to compare the full year 1945? 


Mr. JAcKMAN: Except that I wanted to see what effect the falling off in 
_ business is having on the two railways. It seems to me that it is hitting the 
_ C.N. harder than it is the C.P.R. 
; Mr. Vaueuan: I didn’t catch that. 


Mr. JAckMAN: Mr. Cooper was suggesting that we take the 1945 results, 
that that would afford a more adequate comparison. The only reason for 
bringing in the quarterly report was that I wanted to see what the falling 
_ off in business was doing by way of assets on the activities of the two roads. 
me 63947—4 | 
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of January to the end of April, but their gross earnings in April dropped con-— 
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Mr. VaucHan: When we refer to the reduction on the American lines, — 
it must be borne in mind that that carries through to our Canadian lines, — 
because a good deal of the traffic originates on the Grand Trunk Western, 4 
is carried through Canada, and taken them back to the states, either at — 
Buffalo, or perhaps via the Central Vermont railway to New England, so that 94 
our through business in Canada is very much affected by any recession of — 
business in the States. I think about the only way to figure a comparison” | 
between the C.P.R. and ourselves would be to take the operating ratio for 
1945,—that is the net after deducting expenses. Our ratio was 81-9, and theirs 
was 81-3—very little between them. 

Mr. Jackman: Are those figures just for the railways, or do they include 
hotels, steamships and so on. 

Mr. VaucHan: That is just for the railways. So it shows that our operat- 
ing ratios were very close together. 

The Acting CHarrman: Shall we turn to page six now, please? 

Mr. Jackman: May I refer to the second last paragraph on that page:— = 

The increased cost of moving traffic, not compensated by additional 
revenue, was‘ related to the considerable empty movement of passenger _ 
equipment to the seaboard for troop repatriation, ete. 


I presume that condition has now come to an end, and as a result you antici- 
pate better returns? 

Mr. VaucHan: I think that is a fair statement. We are still moving 
home the wives and children of those men. It is a much easier proposition 
from our standpoint to move troops overseas than to bring them back. When 
we were moving troops down to the seaboard, we delivered them to the vessels 
and we were through with them. Now, when the troops are coming home we 
have to gather up empty equipment from all over the system and move it down 
there. We are given specific dates for the arrival of boats and are expected 
to get our equipment down there on those dates, and then we would find that 
the boats might be anywhere from a day to two, three, four or five days late 
on account of weather or other conditions, with the result that we had that 
equipment. tied up in Halifax during that time; That is very costly for the 
Canadian National Railways, and also I presume for the Canadian Pacific 
Railway. 

Mr. Mutcu: Did you deadhead many cars back when you were taking 
troops down? 

Mr. VaucHan: Not to the same extent. 


Mr. Mutrcu: Going down they didn’t have as good equipment as coming 
back? 


The Acting CHAIRMAN: That is true. 


Mr. Harkness: Now that you have got rid of the extra expense incidental 
to the movement of troops, how much of saving do you anticipate making? 


Mr. VAuGHAN: It is very difficult to estimate that in dollars and cents, 
but we will have some saving, because there was a very heavy deadhead move- 
ment of equipment. With these men coming back from overseas, we might 

_have a couple of trains for Vancouver, one for Calgary, one for Edmonton, one 
for Winnipeg, and these trains would have to be hurried deadhead to Halifax 
to meet another body of troops, and then they might have to wait there for 
several days pending the arrival of a ship, so that I think from now on much 
deadheading will be avoided. (age Seal 

Mr. Harxnuss: Will that reduced cost of moving traffic offset loss in traffic? 


Mr. VaucHan: I do not think so, no. 
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} Mr. Watton: This movement of dependents is far from over, that will 
~ continue for some months. 

Mr. Mutrcu: And another factor uit enters into it will be the further 
use of equipment which has been tied up in the way you say waiting for the 

arrival of boats and on.troop movements coming back, and all that prevented 
you from using that equipment for passengers whom you could have hauled 
_ had you had the equipment where you could use it. 

Mr. Watton: That is correct. 

Mr. JAcKMAN: You referred to the shortages of labour and material. Are 
you able to say now how much of your accumulated deferred maintenance 
reserve of $69,000,000 you will be using? Are you going to use any of that 

-~ this year? 

Mr. VaucHan: We expect to use some of that this year, yes; to the 
extent that we undertake what we may consider to be deferred maintenance. 
I am not able at the present time to say when that will be. We will have 
to wait until the end of the year until we see just what work we have done 
on deferred maintenance. 

Mr. Jackman: I suppose it would be used to cushion to some extent, 
depending on the results? 

% Mr. VaucHAN: Well, we put it aside for a purpose. 

Mr. Jackman: If you do not need it, you will not use it? 

Mr. VaucHAN: If we do not need it, we will not use it. 

Mr. Picarp: Are you talking about deferred maintenance now? 

| Mr. JAcCKMAN: Yes, the item of $39,000,000 there in the balance sheet. It 
ig quite likely that it would have a cushioning effect on any decline in earnings 
should they come about—that will be done by all railways I suppose, the 
use of such a reserve in that way? 

Mr. VaucHAN: It is not our intention to use it for that purpose. If we 
find that we can get the materials and the men and there is something which 
we consider deferred maintenance which requires to be done, that fund will be 
used for that purpose, the particular money that we spend on deferred 
maintenance will come out of that fund, but general expenses. will not come 
out of it. 

Mr. Murcu: Some part of that fund will be available to carry on the 
rehabilitation work in your own shops? 

Mr. VaAuGHAN: Exactly. 


Mr. Mutcu: And to maintain the level of SPOTTED is that being used 

to any extent that way yet? 
Mr. VauGHaNn: There has been some already used that way. We have an 

unusually large number of men employed in our shops getting our equipment 

into shape, rehabilitating it. A certain amount of that expenditure will come 

out of the deferred maintenance fund. 

Mr. Murcu: I understand that the fund was created for that purpose, to 

raise the level of standard rolling stock and at the same time to cushion the 

} employment situation by maintaining the level of employment to do the carrying 

out of certain kinds of deferred maintenance. 

Mr. VAaucHan: That is correct. 

i Mr. Wauton: We have had to proceed somewhat slowly on that so far 

because the material situation was such that we could not get the materials 

with which to keep all labour employed. 
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- of way. me 
_ Mr. Picarp: But it could be done, you could use it in that way, putting 


_ Mr. Murcu: Would it be fair then to say, Mr. Walton, that in so far as ms 
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there has been a let down on that point is concerned it has been due principally 
to a shortage of materials? | 

Mr. Watton: And to a lack of traffic at line points. There may have been 
some confusion in regard to the level of employment, because while we are 
trying to keep full employment going in the repair shops, what I refer to as 
the line points, the roundhouses and repair tracks, the situation there must 
be regulated in respect to the amount of business that is moving, and if traffic 
drops away we cannot use as many men in our roundhouses and on our repair 
tracks as we could if higher level of traffic was being maintained. 


Mr. Mvurcu: But you are repairing just as many box cars and things of 
that kind? 

_ Mr. Watton: We have been able to increase the output to some extent. 

Mr. Picarp: And your rehabilitation work on rolling stock would be an 
appropriate charge to regular maintenance and deferred maintenance. - What 
proportion of the work you are now doing would you consider to be a proper 
charge under deferred maintenance, the work which should have been done, 
but which was put off on account of the war? (7; Who 

Mr. VaucHan: That would be difficult to figure out until the year is over. 
I may say that Mr. Cooper has a definite formula worked out for that. We 
have charged a little up to deferred maintenance so far this year. 

Mr. Coorrr: We have only used deferred maintenance reserves on equip- 
ment so far, not on maintenance of way or structures. In computing how much 
we should charge to the deferred maintenance reserve we figured that 57 per 
cent of maintenance of equipment expense varies with the traffic. We have — 
taken the 1945 maintenance of equipment expense and we have equated it by 
the decrease in traffic in 1946 as against 1945. In that way we arrived at what 
the maintenance of equipment expense should have been in 1946 allowing 
for the decrease in traffic, and to the extent that figure is exceeded by the 
actual expenditures we have charged the excess figure to the deferred mainten- 
ance reserve. 7 

Mr. JAcKMAN: So that you actually have a fixed formula for it. 

Mr. Cooper: Definitely, and I may say that this formula for measuring 


the variation of the expense with traffic is not something that we have pulled 


out of the air, it is the formula adopted by the engineering section of the 
American Railway Association. We have good authority for it. 
Mr. JacKMAN: I notice in the C.P.R. balance sheet that they show $35,200,- 
000, against your $39,000,000 maintenance reserve. ; 
Mr. Cooper: Under that heading they took up $5,250,000 for deferred 
maintenance in 1945 and we took up $5,000,000. They took up a little more 
than we did in 1945. 


Mr. Picarp: Do you include the cost of maintaining the right of way, 


the heavier traffic you put in during the war, against the charge of deferred — 


maintenance, rather than as an item of regular maintenance on the road. 
Mr. Cooper: It will be, but so far we have not included anything for 
maintenance of tracks as a charge against deferred maintenance. 
Mr. Picarp: You have not used any of it that way? 3 
Mr. Cooprr: No, we have not used any of the reserve for maintenance 


your road in good shape? : 
Mr. Cooper: Yes, and we expect to use some of it in 1946. 


Se 


_ RAILWAYS AND SHIPPING * 45 
“id 
Mr. Jackman: Being a public company the C.N. is not subject to taxation 
_ of its surplus. Do you know whether or not this $35,200,000 the C.P.R. set up 
_ was taxed, was tax paid on that or were they allowed to set it up as a deferred 
maintenance fund without tax? . 
ie Mr. Cooper: That is a question, gentlemen, that I would not wish to 
_ answer. I do not think I should attempt to answer anything pertaining to the 
_ make-up of the accounts of the Canadian Pacific Railway. 

Mr. Jackman: We are, of course, trying to make comparisons, and it is 
only fair that we should keep matters of that kind in mind in making. our 
comparisons, particularly where one of these railways is government owned and 
__pays no taxes and where the other one has to pay taxes. 


Mr. Cooprr: I can only say this, that had the Canadian Pacific been in 
the United States they would not have been permitted to take as a deduction 
for tax purposes charges to operating expense to create a maintenance reserve. 
The Acting CuairMAN: And similarly the C.N.? 

Mr. Cooprer: Yes. 


The Actinc CuHarrman: Are there any other questions on page 6, 
gentlemen? 


Mr. Moors: Yes. In the last paragraph it says that the wages paid by 

the C.N.R. increased in 1945 over 1939 by some $43,000,000... I want to know 
if there was any difference in the number of employees in 1939 as compared 
to 1945, and if that accounts for the increase. 


t Mr. VaucHan: We had a great many more employees in 1945 than we 

had in 1939. Mr. Cooper might explain that for you. 

Mr. Cooper: Yes. The amount has nothing to do with additional employees. 

It is an increase due only to the higher wage rates. ; 

In 19389 we had 78,000 employees. In 1945 we had 105,000 employees, 

> 27,000 more. Now, no portion of the $43,000,000 is due to the additional 

~ number. What we did was to take the 1945 number of hours worked and 
_ figure what it would have been had we been paying the 1939 hourly rate, and 

that deducted from the actual wages paid amounted to $43,000,000. - 

2 The Actinc CuairMANn: Shall we take page 7? 


4 Mr. Moorr: I would like to ask one more question, please. I have made 
_ Several trips across Canada and it seems to me that on both the C.P.R. and 
_ C.N.R. that the porters had an extremely difficult job to perform. Have any 
complaints been made about the working conditions of these men, specially with 
_ fespect to hours of work? , They work very long hours. 

. Mr. VAucHAN: Their hours of labour are all covered in the schedule. If 
___ they work overtime they get paid for it. We have not had any complaints recently 
from the men as to conditions. 

a Mr. Watton: I think that is the only answer we can make, sir; the hours 
__and the wages and the working conditions are all subject to the wage agreement 
_ between the porters and their duly accredited representatives and the railway, 
just as in the case of other departments of the railways. 

; Mr. Moore: They have a’ union of their own? 

Mr. Watton: Oh, yes. 

The Actinc CHAIRMAN: Page 7, gentlemen. 


q Mr. JAcKMAN: In connection with that very arresting charge showing the 
increase of the various commodities used in one of the railways. I suppose that 
_ if we had not taken the 1939 price level, say we had taken the price level for 
_ October 1941, the day on which the price fixture came into effect, the line if any- 
_ thing would be steeper, which would seem to indicate the price ceiling,—of course 
ae é ¢ 
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you are not responsible for them—has been shot pretty well through with holes—_ 
49-4 per cent, 47-3 per cent—and steel 12 per cent. You had price ceilings on 
during that period, and your wage rates were stabilized. 

Mr. Vauguan: Except where the labour board granted very substantial 
increases In wages. 

Mr. JacKMAN: That is labour, but you also had an increase in the volume 
of traffic, yet there is a decrease shown there. 

Mr. Cooper: Due to the change in traffic characteristics the rate per ton 
mile decreased in 1945. Military traffic also had a bearing. 

Mr. Jackman: As a matter of fact, you received less for carrying more. 

Mr. Vaucuan: Less for carrying a ton of freight one mile. 

Mr. Nrcuotson: Where do you get those figures? 

Mr. Cooper: They are shown there; the reduction in average revenue rates 
per ton mile and per passenger mile are equivalent to a reduction in operating 
revenue of $10,742,000. 

The Acting CuarrMAN: Are there any more questions on page 7? If not, 
we will turn to page 8. 

Mr. Jackman: Just one thing in connection with the line on page 7, where 
you mention $24,756,130; on what capital investment, or equity of the govern- 
ment, is that a return? 

Mr. Cooper: That, Mr. Jackman, is shown on page 14. The government is 
there shown to have an equity account of $777,000,000. 

Mr. JackmAN: And in effect that is a return of? 

Mr. Cooper: A return of better than three per cent on the amount. 


Mr. Jackman: In fact that money simply went to the government to 
reduce that loan. 


Mr. Cooper: Yes. 


Mr. Picarp: That is what you say in the statement at the bottom of the 
page there: 


“Net income available for payment of interest was $71,084,272; 
approximately 3-5 per cent earned on total capitalization.” 


Mr. Coorer: That shows that the return on the total capitalization was 
approximately at the same rate as on the equity capital. 

Mr. Picarp: You mean by that that the figures would not vary very much? 

Mr. Cooper: Not a great deal. On the total capitalization it worked out 
at 3-5, and on the equity capital it is 3-2 per cent. : 

The Acting CHAIRMAN: Are there any questions on page 8; gentlemen? 


Mr. Nicuoutson: In connection with the capital expenditure amount, 
is there any special policy which was followed in connection with the construc- 
tion of new stations? A great many communities in Canada apparently are of 
the impression that they require new stations as a part of the post-war building 
programme. Who decides whether they ought to be built? 


Mr. VaucHan: The construction of new stations is something which 1s 
studied very carefully. A great many municipalities take pride in the appearance 
of their towns, and consider that they ought to have a new station. Our policy 
is formed by the need, by the condition of the station, by the population they 
have to serve, and the traffic that is available. All these factors are taken 
into consideration when we build a new station. We only build them where 
they are most needed. Naturally, we cannot give every one a new station who 
wants one. 
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‘Mr. Grsson: Better not build any new stations until we get more houses. 

Mr. JacKMAN: Hear, hear. 

The Actinc Cuarrman: Are there any other questions on page 8? 

Mr. Picarp: The bulk of that amount in the capital expenditure account 
would be for rolling stock? 

Mr. Cooprr: The details of that are shown on page 10. 

Mr, Picarp: When you mention equipment purchases would that be rolling 
stock or new cars? : 

Mr. Cooprr: Yes. 

Mr. Picarp: That would be mainly freight cars? 

Mr. Coorgr: Yes, we mention that in the narrative. We say: “The 
major portion of the total expenditure was for new equipment acquired under 
hire-purchase agreements with the Dominion Government, consisting of 1,980 
box cars and 146 refrigerator cars costing $10,078,911.” 

Mr. Picarp: I did not see that. 

Mr. JAcKMAN: Some years ago I asked a question about rolling stock 
predicated on this basis, that if the railway was able to handle such an increased 
volume of traffic during the war years and we expect some decrease in the 
post-war years would the demand for new rolling stock equipment be extra- 
ordinary or just be as it was in pre-war years to carry the volume of business 
you expect? } 

Mr. VaucHan: I do not think that there is going to be any great demand 
for new equipment. I think that our situation would be pretty much as it was 
before the war. We will add to our equipment as the need arises to take care 
of obsolesence and if there is new business in the offing or our earnings increase 
and any particular class of traffic requires new equipment we will buy it. 


Mr. JAckMAN: You are not expecting any very heavy. outlay beyond the 
scale that you had in 19389? 

Mr. VaucHan: No. We will have some sleeping cars to order and perhaps 
a few freight cars in the next two or three years, and perhaps a few locomotives, 


but our requirements are not going to be very heavy in the line of new 


rolling stock. 
The CHAtmRMAN: Page 9, gentlemen. 
Mr, Jackman: I should like to ask a question in connection with the Cana- 
dian National Express. Does it operate at a profit or a loss? Can you tell? 
Mr. Vaucuan: I think it may be said that it operates at a profit. They 


pay:a certain amount to the railway for the use of the facilities. Have you 
got the figures there? 

Mr. Cooper: Yes. 

Mr. Jackiman: Is it treated as a separate company in your accounts? 

Mr. VAuGHAN: Just a department of the railway. 

Mr. JAckMAN: Do you charge them for all haulage? 

Mr. Vaucuan: Yes. Mr. Cooper can give you just what they, paid the 
railway last year for the use of the facilities. 

Mr. Coorrr: The gross revenue is $18,898,000, and their operating expense, 
which does not include the hauling of the cars is $10,565,000. There is a net 
of $8,332,000. That is what they paid to the railway for hauling the cars. 


Mr. Watton: Whatever they make goes to the railway anyway, so that’ 


if you try to work out a charge it is always questionable whether you have 


included everything that should be there. All of their results go to the railway 
in any case. 
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Mr. Nicuotson: I have had some complaints from the travelling public 


because of the large volume of goods being carried as L.C.L. on western lines, 


goods that normally should be moved by freight trains. I was informed in- 


February that a rake that will be used next summer was transferred from 
one express car to another while a passenger train was held up, ond that 
twenty bags of flour are unloaded at a single station while a passenger train 
is held up. Are there many complaints about that? 

Mr. Watton: There have been very few complaints reaching me. It may be 
that in some cases we are attempting too much on trains of that kind. The 
handling of L.C.L. freight on certain passenger trains was undertaken with a 
view to meeting truck competition. It was the intention to expedite freight that 


might otherwise go by truck and generally to give good movement to less than — 


carload freight. It may be, as you say, that in some cases we have gone too 
far with it. I will be glad to take it up with our people and see. There may 
be a few cases of that kind where undue delay to a passenger train has occurred. 

Mr. NicHotson: If the people were going hungry you could very well ship 
a bag of flour by a passenger train but when that is not the case it should 
hardly be necessary when there is a freight train the next day. 


~Mr. Watton: Perhaps it was not separated properly. 

Mr. JAcKMAN: The rates are much higher by express than by freight. 

Mr. VaucHaNn: It may be that somebody was urgently wiring for that 
particular commodity and they put it on the passenger train. 

Mr. Watton: It is the moving of certain merchandise by passenger trains. 
Tt was undertaken some years ago because of truck competition. 

Mr. NicHoitson: Yes, but you were not supposed to handle heavy com- 
modities that would hold up a train. : 


Mr. JackMAN: Despite the competition with the trucks and the fact you 
have to be competitive in your rates the cost of transporting twenty tons of 
flour by freight must be infinitely lower than transporting it by express. 

Mr. Watton: I do not think there would be anything like twenty tons. 

Mr. Nicuouson: I said twenty bags. 


Mr. Harkness: Under wages I see that you have applications which would 
cause an increase of $32,000,000 per annum. Would not all these applications 
if granted by the tribunals that are now looking into them be retroactive to 
1945 and thereby reduce the surplus that you have shown? | 

Mr. VauGHAN: It is very difficult to say what award will be made by the 
War Labour Board. We have no idea. A number of unions now have their appli- 
cations before the War Labour Board. Whether or not they will make any 
awards retroactive we cannot say. 

Mr. Harkness: The applications are to have them made retrospective? 

Mr. VAucHAN: In the past they have made some of them retrospective, yes. 


Mr. Harkness: Until those are settled you will not know whether this 
$24,000,000 surplus is the correct figure or not? 

Mr. VaucHan: Yes. If they are settled they will have to go into the 1946 
accounts now. That is if there is any retroactive feature. 

Mr. Harkness: Under the heading “Back Pay” or something like that. 

Mr. Picarp: That would be mainly on the American lines; would it? I refer 
to these applications for increases that are pending. 

Mr. VaucHan: No, that is on Canadian lines. We have applications on 


Canadian lines from various unions, and they are not all in yet, amounting to 
over $30,000,000. . 


; 
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Mr. Picarp: Is your problem on the American lines with the American 
unions fairly well settled now? Do you know now exactly where you stand? 
‘* Mr. VaucHan: There has been an increase of 16 cents an hour granted in 
the last month which was made retroactive to the Ist of January. You have 
_ probably seen in the newspapers that the men are not satisfied with that. They 
are demanding another 14 cents an hour. They are threatening to go on strike 
L if they do not get it. What will be the result I do not know. 

Mr. Picarp: You do not figure that would be made retroactive prior to 
January? 


Mr. VaucHAN: No. } 
i Mr. Harkness: As a result of the wage increases which have been given in 
_ the United States what difference is there in the rates generally paid in Canada 
_ to your employees as compared with employees on the same job in the United 
States? Is there much of a differential? 
Mr. Wauron: There is a considerable differential. As to one or two classes 
I have in mind it is in the neighborhood of 20 per cent, somewhere around 
20 per cent, speaking from memory. 
Mr. Harkness: I presume that the applications from Canadian employees 
are to bring their wage rates up to the level of the American employees in 
many cases? 
| Mr. Watton: In the past they have asked that on a number of applications. 
| Mr. Vaucuan: I think it is fair to say that in Canada some of our employees 
have more favourable conditions than obtain in the United States railroads, 
_ and that makes up for quite a little percentage of the difference. 
Mr. Nicuoitson: What, for example, have you in mind? 
Mr. VAucHAN: Well, in our schedules there are things like preparatory and 
and terminal time, and I do not think they are in the American schedules. 
Mr. Watton: That is true. 
Mr. Mutcu: Is there a contractual obligation that there shall not be more 
than a certain percentage of spread between the American and Canadian rates? 
Mr. Vaucuan: No, there is nothing of that kind in the schedule at all. 
Mr. Harkness: Generally speaking it would be true to say that as long as 
_ the American rates are above the Canadian rates you will have pressure from 
your Canadian employees to get up to the same rate? 
i Mr. VaueuHan: That has not altogether been a factor with the unions in the 
past. It undoubtedly is a talking point for them, but that disparity has 
existed for many years, and usually applications of Canadian railroad men are 
for about the same percentage of increase as are given in the United States. 
Mr. Murcu: Is it correct to say that there is less spread in the case of the 
running trades than the other railway employees? 
Mr. Watron: Yes, I think it would be less in the case of the running trades. 
i Mr. Mutcu: They most closely approximate the American rates. - 
Mr. Picarp: Would not that difference in wages be more or less related to 
f the cost of living index in the United States and in Canada? 
q Mr. VAuGHAN: That is correct. 


; Mr. Jackman: It might also be pointed out that American congressmen 
are much better remunerated than members of parliament. 


Mr. VAucHAN: Nearly everyone in the United States is better remunerated. 


_ Mr. Harkness: If any large proportion of these wage applications is granted 
it will mean even if the traffic is maintained that. you will probably go in the 
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Mr. VaucHan: It all depends upon the increases that are ‘granted. Our | 
showing at the end of this year will depend very largely not only upon the rate 
at which traffic is maintained but upon the rate at which wages are maintained. a 


Mr. Harkness: If the whole thing were granted you would certainly go 


in the red? 


percentage of it is granted we will go in the red. 
Mr. MutcuH: On that one score alone. - 

Mr, Harkness: Assuming even that you keep your traffic up, so that the 
picture is not very good from that point of view? 

Mr. VaucHaN: That is correct. I would say that if any further increases 
are granted with traffic as it is we are almost sure to go in the red. That is 
after taking into account the. payment of our full interest charges to the 
government, Aine 

Mr. Picarp: I see an item about fish traffic moving in greater volume. Is 
there anything being done toward having better facilities for transporting fish 
from the Atlantic coast inland by way of refrigerator cars in larger number, 
and so on, so as to provide the central market with the eastern products? 

Mr. Vauauan: I think we have plenty of refrigerator cars available for that 
service. 

Mr, Picarp: Are you meeting that demand at the moment? 

Mr. VAUGHAN: Yes, we are. 

Mr. Prcarp: Then it is the fishermen who are not providing the fish in suffi- 
cient: quantities to have it available on the markets. 

Mr. Mutcn: They are getting a better price in the United States for it. 

Mr. NicHotson: In connection with the paragraph on hotel operations what 
sort of a contract is there with the C.P.R. in connection with the Hotel Van- 
couver and how long does the contract last? } 

Mr. VaucHaNn: That is a rather involved contract. As you know, there was 
a new hotel company formed in which each railway, the C.P.R. and ourselves, 
have an equal interest. This hotel company rents from the Canadian National 
Railways the Vancouver Hotel at a specific rental per annum. What is the 
exact amount? 

Mr. Cooper: $280,000. 


Mr. VaucHan: $280,000 a year. Then after taking care of that whatever 
profits there may be are divided between the two railways. 


Mr. Gipson: Did the C.P.R. invest capital funds in there? | 
Mr. VaueHan: No, they have no capital funds invested at all in the hotel. 


the C.P.R. after building a hotel? ! 


Mr. VaucHan: As you know, the hotel was closed down for some years. It 
was not completed because business was so very bad. The C.P.R. was losing 
money on their hotel and it looked at that time that we would lose money if we 
opened up our hotel and operated it in competition with the Canadian Pacific 
Railway hotel. Ours was a much more modern hotel and could be operated 


more economically so an arrangement was made between the two railways under __ 


which they would close their hotel and would get an interest in the new hotel 
- company that was formed to operate our hotel. 


Mr. Nicuotson: For how many years? 


Mr. Vaueuan: Twenty one years with the option of renewal. They have 
ee 


the option of renewing that for another 21 years. 


Mr. VaucHan: No doubt about it, no doubt about that at all, and if only a 4 


Mr. NrcHouson: What was the idea of enternig into an arrangement with a 
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- - Hon. Mr. Cuevrter: It was done pursuant to the C.N.-C.P. Act, under the 
authority of the C.N.-C.P. Act. 

Mr. Nicuoxtson: In what year was that? 

Mr, Vaucuan: The hotel was opened in 1939. 

Mr. Mutcu: I do not know whether this is exactly the point at which to 
introduce it. I do not want to pursue it very far, but in all your hotel service, 
and specifically in the Vancouver Hotel. I think that the service to the public 
could be improved by a little cracking down on the private graft in connection 
with) them. I refer to some of the employees in these hotels. It is a fact that 
at the present time, of course, accommodation is much less than public demand 
but without saying any more than that I think that some of your lower officials 
around that place are making almost as much money as the railways out of that 
hotel. 

Mr. VaucHAN: You are referring to the Vancouver Hotel? 


Mr. Mutcu: Specifically. 

Mr. VaucHaN: Well, certainly if there is anything of that kind we will 
investigate it. 

Mr. Murcu: I do not mean anything essentially corrupt, but I do not think 
that the public are getting the service that they are entitled to. I think that the 
people who are flush are getting better service than the people who are not. 

Mr. VaucHAN: We will check up the service there, although I have not seen 
any complaints along that line, and we have had a great many compliments 
about the operation of the Vancouver Hotel. 

Mr. Murcu: The Amercian tourist as an individual is a very profitable 
| man for this business, but they have habits with respect to getting service. 

M Mr. Vaucuan: I suppose the inference is that some of the hotel employees 
j are accepting money for providing accommodation. 

Mr. Picarp: That is general hotel procedure throughout Canada and the 
United States now. 


4 Mr. Mutcu: I think it is a little bit more than an inference, and I think it 
; is worse there than at any other hotel in the system. 

? Mr. Harkness: One of the things that is being referred to is along this line. 
a You order a jug of ice and give the boy that brings it up a dollar. Then you 
want another jug of ice in a few hours and you get one, but if you give the boy 
25 cents, and particularly if you give him nothing, you will wait for a dickens 
of a time before you get another jug of ice. 

; Mr. Mutcu: If you go in there and want a room and you know whom to see 
and how to talk to him you will get a room although you come in much later 
_ than other people who rely on seniority rather than subsidizing somebody. I 
} do not suggest that it is a national scandal or anything of that description, but 
I do suggest that it has not been entirely helpful. 

: Mr. Vauauan: If anything of that kind is going on we will very soon correct 
a it because it should not be. 


Mr. Pricarp: I think that it cannot be corrected anyway, because I have 
dealt personally with the president of a private hotel company and as you have 
said he has said, “I will investigate”, but he admits frankly that it cannot be 
proven, it cannot be established. It. is a practice that may be worse in Van- 
couver Hotel, but I know that it exists everywhere. 

Mr. Gipson: We need more accommodation in Vancouver worse than any- 
where else. 

- Mr. Prcarp: Are we going to be given a printed statement as to your hotel 
operations, or is that all we are going to get? We get one for the steamships. 
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Mr. VaucHan: You can get anything you want. 


Mr. Picarp: Of course, by asking, and we will get a very fair answer, T am 
sure, but I mean are we not entitled to a more elaborate statement as to these (2 


different hotels taking them one after the other, a perfect statement as to your 
hotel system? . ‘an 

Mr. Vauauan: We will be glad to give you a copy of this statement. We do 
not make it public, but it is always available for any members of this committee 
who want it. We have a broken down statement here showing earnings and 
expenses of each hotel. We do not put it in the report because we do not want 
to advise our competitors of everything we are doing. 

Mr. Prcarp: I remember that is the answer that has been given before. I do 
not object to that, but I think we should be entitled to have it in our hands in 


order that we may see what opinion we should form on the management of the 
hotels. 


Mr. Vaucuan: In the past, strange to say, that statement has always been 
asked for by somebody. 


Mr. Picarp: Yes, and the same answer has been given. 
Mr. VAucHAN: We have always filed it, and we will file it now. 


Mr. Picarp: I wish we could get that report in our hands for more than 
five minutes. 


HOTELS 

Year 1945 Revenues Expenses Taxes Net 
Charlottetown .54 24.73 220804 $ 188,015 66 $ 149,932 48 $ 5,739 23 $ 32,343 95 
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NOVA LOSCOLIAN ets oncte oak aiden 846,356 37 604,314 63 19,592 84 222,448 90 
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Ete hae Lea NCa iea 60 W Sok Regi A UAT RPE 283,575 15 Jo Lohan 58 12°53 46,408 30 
UN ITO 8S Boe Fear cya AO a eg a LOL 25 9,194 20 60 75 8,244 70 
OME RNG Bt PVn briia th ictae eco cutine 762,641 54 567,697 03 31,081 71- 163,862 80 
Pa DCeaLO Warde oo ee te 201,097 52 169,925 81 4.668 71 26,503: 00 
NEAGH ON al aren. ei PT 743,778 99 594,202 20 17,194 89 132,381 90 
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DGeSBOr ough risk oles ils a 606.429 39 471,063 29 olla Od 131,643 07 

Ppa utente Wo athe Seas othe ae te $5,950,424 03. $4,549,799 99 $164,773 10 $1,235,850 94 
*Closed during the year. 

Capital Investment Des. 31, 1945 
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Ura Pe OA LSAT T LOT pnalacSiee Sis ate ere np oe EAT Re ee 8,978,855 07° 
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* Closed 1943, 1944 and 1945. 


Mr. Mutcu: Since I raised the issue a moment ago about the service in 
the hotels I want to exclude specifically the management of that ot any of the 
other hotels from any complicity in the sort of racket which I suggest. It is at 
a much lower level than that. I think I should say that in fairness. 

Mr. VaucHan: I am sure that the management is watching that feature 
but as has been explained here it is difficult to watch every move. One of the 
greatest difficulties is with the client himself. He comes to the hotel and he is 
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willing to pay more money for service. He sees lots of fellows standing around 
_ and he goes to Bill Jones and he says, “Here is $2 or $3 or $5. Get me a room”, 
and he gets it for him. The management may not know anything about it. He 
goes to the room clerk. Perhaps he knows him. He says, “Bill, here is a fellow 
I would like to get a room for’. That is the way it is arranged, but every man 
should be dealt with on the same basis. 

' — The Actinc CHatrMan: Would you go to page 10, gentlemen? 


Mr. Jackman: In connection with the report of these hotel operations I 
wonder if you would be good enough to put down the capital investment in 
each one, and since you do not charge depreciation on the hotels would you put 
in the amount of capital expense, not just repairs but the item which takes 
the place of depreciation. Do you call that capital expense? For instance, you 
informed me one year that if you did build a wing on the Chateau that would be 

charged to the current year’s operations. I should like to know how much was 
charged last year for that type of work. 
; Mr. Picarp: You do not want to go back to 1930 and the remodelling 
of the Chateau Laurier, do you? 
Mr. Jackman: I am just giving an example of what I want. If you had 
a depreciation account it would all be there. I would know what all the items 
were. As it is now you simply give the difference between the gross and the 
net without any item for depreciation. 

Mr. Cooper: What rate do you think we should have for depreciation? 

Mr. JAcKMAN: It must be well established in the income tax department. 
If you will refer to Mr. Elliott he will probably tell you. In place of deprecia- 
tion under the old system on the whole railway accounting the practice was to 
charge renewals against current operations. I think that is the right term to 
use. Now, how much have you been charging in the last year against these 
various hotel properties by way of renewal which is in lieu of depreciation? — 

Mr. Cooprr: We will have to analyze that. I would very much sooner 
take the results as we have given them and charge in depretiation at whatever 
rate you wish. 

Mr. JAckMan: Then that would upset the operating figures. 


Mr. Cooper: I just want to say this. Take the Chateau Laurier, the 

_ hotel was built in 1912. It is now 1946. It has been in operation for thirty- 

four years. The Canadian Pacific use a 24 per cent rate. A 24 per cent rate 

for thirty-four years would mean that the Chateau would be 85 per cent 

depreciated. The Chateau Laurier under depreciation accounting would be 

Supposed to be 85 per cent depreciated, but you could not rebuild the Chateau 
Laurier for the amount at which it stands on our books today. 

Mr. Jackman: I appreciate that but we have to use some basis for 
accounting. We use cost as a rule, to that the 24 per cent would be considered 
the rate for the life of the building, and if that is a reasonable rate that would 
be quite satisfactory. 
| Mr. Cooprr: I think it is excessive. 


& Mr. Jackman: All I want to arrive at is the true profit, and I am quite 
content to take 24 per cent on the building and 10 per cent on fixtures and 
furniture, whatever it might be. 


Mr. Cooper: I certainly think that would be excessive. 
.Mr. JAackMAN: 10 per cent? 
Mr. Cooprr: 24 per cent on the building is excessive. - 


_ Mr. JAckMAN: You say that is what your competitor charged and probably 
was allowed by the income tax department. 


Mr. Cooper: Yes, but we have no income tax problem. 
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Mr. JackMAN: No, but we have to find out how your hotel properties are 
doing, and I would like to have a floure. 


Mr. Cooper: Suppose we put in a 14 per cent rate just to see what the 


results would be. 

Mr. Jackman: I will take your judgment as to what you think is a fair 
rate on the depreciation. 

Mr. Coorrer: I think that 14 per cent would be enough. Our investment 
in hotels is $26,000,000. 14 per cent would make $400,000. That would be 
added to the expense figures we have charged in our accounts. 

Mr. JackMAN: Then you have been doing something all along in lieu of 
depreciation. 

Mr. Coorer: I do not think we have done very much replacement during 
the war. As a matter of fact, we have not been able to secure the labour and 
material. 

Mr. Jackman: What I am getting at is a statement of the profits of the 
hotel system because you have not been charging off wastage of capital during 
the last year anyway. 

Mr. Cooper: All I am arguing in the case of the Chateau Laurier is that 
there is appreciation as well as depreciation, and I am satisfied that the 


appreciation in the case of the Chateau Laurier overtakes the depreciation 


which theoretically may be deemed to exist. 
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Mr. JackMAN: Yes, but we could say that about any physical asset in — 


the country, and you would not get anywhere unless you have something | 


arbitrary. We can frame our own judgment as to what the replacement value 
may be, but you have just told me now— 

Mr. Cooper: To meet your point of view I would agree that you should 
add $400,000 additional into the cost of operating our hotels to get the result 
as you would like to have it. 

- Mr. Gizson: Have you only $26,000,000 invested in hotels? 

Mr. Cooper: Yes, sir. That is apart from the Vancouver Hotel. 

Mr. Gipson: That cost half that much itself. 

Mr. Vaucuan: It cost around $11,000,000, did it not? 

Mr. Greson: I think more than that. 

Mr. Cooper: $11,000,000 to $12,000,000. 

The Actinc CuatrMaAn: Is there anything on page 10? 


Mr. VaucHan: I think what Mr. Jackman is trying to drive at is he wants — 
to know if we have been setting aside any specific amounts for deferred * 


maintenance. 


Mr. JackMan: I want to know whether or not you actually made half a- 


million dollars in the Chateau Laurier last year as you have reported. Mr. 
Cooper tells me that this year you have not made any capital replacements, and 


the assets are becoming physically older and older. Any private company s 


would have to make allowance for that by steady amortization of the hotel — 


property, but you tell me that you have not set up depreciation. We know 


that. There has been no capital improvement in lieu of it, and the $500,000 is — 


to my mind—and I think to the mind of any accounting person—a complete 
overstatement of the profit situation for 1945. 


Mr. Coorer: If you want to put in.depreciation at 14 per cent you could — 


reduce it by $135,000 and you would still have over $400,000. 
Mr. Murcu: And you would have no more accurate a picture. 
The Acting CHarirMAN: Page 10, gentlemen. 
Mr. Poutior: Do we continue tonight, Mr. Chairman? 
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The Actinc CuainmMAn: It has been brought to my attention that we 
might meet tonight at 8 o’clock in order to help the officials to get through. I 
was wondering if that was the wish of the committee. 

‘Ss Mr. JACKMAN: We have already had two meetings today, and it is pretty 
hard going. We have a lot of other committees and we have parliament itself 
: and correspondence. 

i The AcTiING CHarRMAN: It is so much easier for them to meet tonight than 
in the daytime because there are so many committees in the daytime. I should 
like an opinion on this. 


Me Hon. Mr. Curvrier: Unless there is unanimity I do not think we should 
press it. 
Mr. JAcKMAN: I think that two sessions a day are pretty hard going, 
except in exceptional circumstances. 

Mr. Pouutior: What about tomorrow night? 


The Actinc CHairRMAN: Tomorrow is Wednesday night. I suppose you 
would sooner meet tonight than Wednesday night. 


Mr. Harkness: I have made other arrangements. 

Hon. Mr. Cuevrier: If the committee wishes to meet tonight I am all 
meor it: 

Mr. Picarp: ‘Two sittings a day are enough. 


Hon. Mr. Cuevrier: I would have thought so, but I think we should sit 
tomorrow from 11 until 1, and then from 4 to 6. 


Mr. Picarp: That is right. 

The Actinc CHarrMAN: And not tomorrow evening. 

Hon. Mr. CuHervrier: No. 

The AcTiInG CuarrMAN: I think it will take some time to get through this. 
Mr. Picarp: We are going quite fast. We are up.to page 10. 


The AcTiInGc CHARMAN: What about pages 10 and 11? Can we pass 
them? 


Mr. Moore: In connection with that I should like to ask a question. Over 
_ the past year I have noticed that both Halifax papers have continually com- 
plained about the smoke nuisance in the city of Halifax. They have asked 
_ from time to time that facilities be provided for hauling in the trains with 
electric or diesel locomotives. 

Mr. Vaucuan: That is correct. They have asked that we put some diesel 
locomotives down there. We have some more on order. Perhaps at some time 
we may be able to put one or two more down there, but that is a rather 
anomalous situation in Nova Scotia. They depend for their livehhood to a large 
_ extent on the production of coal and yet they want us uf take away the coal 
_ burning engines and put in oil burning engines. 

Mr. Picarp: We might say, Mr. Chairman, that we will approve up to 

- and including page 11. We can always come back to any of the items later on. 

_ I would suggest that we approve up to page 11 inclusive and then have all 
our questions on the different items. 


a f= 


LS =e a a pee a pga LF 2 


| 
SR ae 


B Hon. Mr. CuHevrier: Before we adjourn, Mr. Chairman, there was a 
question asked some time this morning as to the jurisdiction of the Dominion 
-, government with respect of interprovincial transportation. I have asked the 
legal officers of the department for their opinion and I am informed that in 1937 
when the Transport Bill was up before the House, Justice had given an opinion 
m with reference to the point, and they then stated that the Dominion govern- 
yy 1ent has eee SO ae as NIG Seed and international ARDC 
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federal government on even interprovincial transportation, and the control 
section of the bill was withdrawn because of the opposition of the provinces. — 
They made representations so strong to the effect that their revenue would be ~ 
curtailed substantially, that in view of those representations it was decided — 
to withdraw that portion of the Transport Bill. I think that will answer your 
question. 
The Actinc CHAIRMAN: Gentlemen, shall we adjourn until to-morrow — 
morning at eleven o’clock? es 
Some Hon. MremsBrrs: Agreed. 


: The committee adjourned at 6.05 o’clock p.m. to meet again tomorrow, 
Wednesday, May 15, at 11.00 o’clock a.m. 


APPENDIX A 
Additional 
Percentage Charge to 
increase perating 


1945 over 1939 Expenses in 1945 
$13,645,000 
1,549,000 
2,285,000 


Diagram to Show the Additional Operating Costs in 1945 
Due to Higher Wage Rates and Higher Prices for Ny 
Materials as Compared with the 1939 Price Level. 


oan 6 43,041,000 |- 


(90.6 }[67177,000_] 


12.0 2,069,000 


1939 
Price Level 


Total $69,391,000 R 
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MINUTES OF PROCEEDINGS 


Room 497, Housr or Commons, 
WEDNESDAY, 15th May, 1946. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11 o’clock a.m. Mr. McCulloch (Pictou) 
in the Chair. 

Members present: Messrs. Chevrier, Emmerson, Gibson (Comoz-Alberni), 
Harkness, Hazen, Jackman, LaCroix, McCulloch (Pictou), Moore, Mutch, 
Nicholson, Picard, Pouliot, Reid —14. 


In attendance: the same officials as on Tuesday, 14th instant. 

The Committee resumed consideration of the Anuual Report for 1945 of 
the operations of the Canadian National Railways. 

The Consolidated Balance Sheet as at December 31, 1945, was considered 
in detail and Mr. Cooper, Vice-President and Comptroller of the C.N.R. 
answered questions in connection therewith. 

The Committee adjourned at 1 o’clock p.m., to meet again at 4 o’clock p.m. 
to-day. 


AFTERNOON SESSION 
The Committee resumed at 4 o’clock p.m. Mr. McCulloch (Pictou) presided. 


Members present: Messrs. Chevrier, Emmerson, Gibson (Comoz-Alberni), 
Hazen, Kuhl, Jackman, OOS (Pictou), Moore, Mutch, Nicholson, Picard, 
Pouliot, Reid. AG 


In attendance: the same -officials as were present this morning. 

The Committee resumed consideration of the 1945 Report of the Canadian 
National Railways. 

Messrs. Vaughan, Walton and Cooper replied to questions. 

Mr. Picard broached the matter of the publication of a breakdown of the 
item under operating expenses: “salaries of general officers.” Mr. Vaughan 
expressed the opinion that it would be unfair to the officers of the System to 


publish details. The Minister of Transport (Hon. L. Chevrier) pointed out - 


that it had not been the practice to publish this information but that the 
Committee, should it decide to exercise it, has the power to ask for the produc- 
tion of details. Discussion followed. 

On motion of Mr. Picard, it was 


Resolved That the Committee adopt the 1945 Report of the operations 
of the Canadian National Railways System. 

The Committee then took up consideration of the 1946 Budget for the 
Canadian National Railways. Messrs. Vaughan, Walton and Cooper were 
questioned thereon. 

The Committee adjourned at 6 o’clock p.m., to meet again at 11 o’clock 
a.m. on Thursday, 16th May, 1946. 


. T. L. McEVOY, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


HovusE or CoMMONS, 
May 15, 1946. 


The Sessional Committee on Railways and Shipping met this day at 
11 o’colek a.m. The Acting Chairman, Mr. H. B. McCulloch, presided. 

The Acting CuHarrMan: I will ask Mr. Vaughan to read the balance 
sheet or have it read. 

Mr. Vaucuan: I think Mr. Cooper might deal with the highlights of the 
balance sheet. 

Mr. Cooper: The balance sheet as at December 31, 1945, is on pages 12 
and 13. The form of balance sheet is one which is standard to all railroads on 
the North American continent. On the assets side the assets are divided between 
investments, current assets, deferred assets and unadjusted debits. Under the 
heading of investments the first item is mvestment in road and equipment 
property. That is our recorded cost of all the railway property which is com- 
prised in the Canadian National Railways system. It includes the old Grand 
Trunk and all its subsidiary companies, the Canadian Northern and all its 
subsidiary companies, the Grand Trunk Pacific and all its subsidiary companies, 
and also the government railways, that is, the Intercolonial Railway, the National 
Transcontinental Railway and all other smaller railways which were previously 
known as Canadian government railways. 

Mr. VaucHan: And some of which have been added since. 

Mr. Cooper: Yes. That includes everything except the Hudson Bay rail- 
way and the P.E.I. car ferry. 

Mr. -Reip: Is it increasing year by year? 

Mr. Cooper: Yes. 

Mr. MutcH: That is on the equipment side, property. 

Mr. Coorer: In 1945 the account increased by $12,709,000 principally 


with respect to equipment which was referred to yesterday. Taking the equip- 


ment account by itself the account includes $522,000,000. Road property totals 
$1,447,000,000. The average investment per mile operated works out at $83,739, 
per mile. 

The next item, improvements on leased property— 

Mr. NicHotson: Have you a breakdown of this total for road and equip- 
ment? How about hotels? Do they come in that? 

Mr. Cooper: No. We will come to that. They are in the third item, as 
a matter of fact. The first item comprises what we call railway property or 
transportation property. 

Mr. NicHoLson: You gave one figure of $1,444,000,000. Have you any 
further breakdown of that? What is included in that? 

Mr. Cooper: That would include our track, track structure and all 
stations, shops, bridges, and that sort of thing. As to improvements on leased 
railway property the investments there are similar to the first item except that 
we do not own the property itself. We have certain lines which are under long 


term lease, and any improvements which we make as lessee to those properties 


‘are carried in the second account. The principal railways included in that 
would be the New London Northern, $1,373,000 and the Northern Pacific line 
in Manitoba, $982,000. With respect to that second line there is an item in 
the 1946 budget for its acquisition. 
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CONSOLIDATED BALANCE SHEET 
ASSETS 


INVESTMENTS: 
Road and Equipment Property $1,970,804,554 19 
Improvements on Leased 
Er POLGLIEN ete cle ay tek desolate te de 3,019,853 95 
Miscellaneous Physical 
PE OPEC i dec arate sloreieleies 12 oes 63,814,189 89 
— $2,037,638,598 03 
Sinking Funds: 
System Securities at par. $ 542,862 06 g 
Other Assets at cost ..... 296,587 20 
a 839,449 26 . 
Capital and Other Reserve j 
Funds: 
System Securities at par. $ 471,500 00 4 
Other Assets at cost .... 3,514,132 98 
3 3,985,632 98 | 
Deferred Maintenance Fund . 39,000,000 00 
Investments in Affiliated 
DOU aAIVeS tone tak eh pitoces 41,342,143 68 
Other Investments: | 
System Securities at par. $ 80,000 00 : 
Other Assets at cost ..... 907,167 14 } 
—_ 987,167 14 
— $2,123,792,991 09 
CURRENT ASSETS: 
COE TTA AG ies Mae ti SIU EAU STUY Soap eam A ca TAYE Ub: Tet 8 $ 18,487,984 21 
emporary Cash- investments eal cia), ea 9,519,425 00 
SOCIAL | IEDOSTES Pheu Saishec co Oe Blew aie tiie te ie gay: Cintas 10,916,724 53 
Net Balances Receivable from Agents and 
CoHMctOrss: . Gisle 2 eles Ae eee here wpe sae tas ae 13,891,322 87 
Miscellancous Accounts Receivable ............. . 14,972,723 42 
MVE GER TL ATG ALD PLLSS | sey rendiGuaveve a tee let erat a Mee A etay 49,979,114 57 
Interest .and Dividends, Receivable) oii. 68. ks (12.90 Lad 
Accrued Accounts Receivable ..........0....00% 7,171,287 49 
OR Gi HITETONT) GASSELR) Viiathent. TC WANG Lie ecole tee ora 39,049 13 


125,690,602 63 
DEFERRED ASSETS: 
Werking) Mund “Advances: 2s Huss cede ae et $ 371,660 64 
‘Insurance Fund: 
System Securities at par. $ 4,651,502 06 


Other Assets at cost ..... 7,774,266 90 
a 12,425,768 96 
erIstON es COD EEA Gh KE ITN seiei. ci Ubi tooe tea td shes mate Rte 29,671,000 00 


AUTH GSL WA DEL OT REM HASSELA hs tye Bias sche Mulan ales ies 3,072,290 74 


45,540,720 34 
UNADJUSTED DEBITs: 


BT EDAVINETIUS IE cliche tan Bicone aus ace Woe wie ek ae ee ee $ 92,845 74 
Discount on. Hunded Debt! tain eee ieee 5,702,293 05 


UOtneoruWnad usted \Débtte |i eves lie te alates cook 1223035706 201 
we 8,330,702 70 


$9303,355,016 76. 


CERTIFICATE 
We have examined the books and records of the companies comprising the. ~ 
and subject to our report to Parliament, we certify that, in our opinion, the above 
nee a the affairs of the System as at the 3lst December, 1945, and that the 
stated. 


15th March, 1946, 


WN 


LIABILITIES 
STOCKS: 

Capital Stocks of Subsidiary Companies held by 

Public. . 


Se shed 8 oe UES 8 6 ee Lee whe 6 aed ele 6) te! OR € LCT ey ie 8 ew 


. LonG TERM DEBT: 


Funded Debt Unmatured: 
Eel brvic bou abi: charac et ie eee wile rg bie aco ays ie 
Held by Special Funds...............--005. 


DOMINION OF CANADA (Accounts treated as assets in 
Public Accounts of Canada): 


Loans. ops Nel 2 siecle LENE: eae aah RONG rah 2 Tea 
Canadian Government Railways—Working 
(Geyer re aly Ep EAP BS. B. eels Rly od”, SAR ane Ree eee 


CURRENT LIABILITIES: 
Traffic and Car-Service Balances—Credit........ 
Audited Accounts and Wages Payable........... 
Miscellaneous Accounts Payable................. 
Interest Matured Unpaid 
Uurneateren interest Accrued 3.8 efi w es ce fe 
PAGCTAIGG, ACCOMM PE ALTALY GO Lec hove saat cs loiel we vile geeceea 4 


eee Cee 0 oe 6 es ote ore eo weirs @ 


W 6a 8+ 2 LOLele els) 5! 0) 4. sie! ie a (e's. see rei 


DEFERRED LIABILITIES::, 
Pension Contract Reserve enh eee re auk VG ais a" ata s 
Other, Deferred iiabiities: 2.8.5 oi ee. pes 


RESERVES AND UNADJUSTED CREDITS: 


Accrued Depreciation—U.S. Lines—Road and 

ERI) tee IAUOIML Tn inetd, hace, Sertadl dled s-d Simee ss) adie 
Accrued Amortization of Defence Projects....... 
Deferred Maintenance Reserve.........0.ceeeees 
Other Reserves. . 


whe es OF Sree. 0.6) oF 016 Fe. 9 '8>.6) 0)).8!' 0...) 9/68 65a) 6 6) 8 


DOMINION OF CANADA—PROPRIETOR’S Equritry—(See 
Note) 

Represented by:— 

1,000,000 shares of no par value capital stock of 
Canadian National Railway Company......... 

5,000,000 shares of no par value capital stock of 
The Canadian National Railways Securities 


» Canadian Government Railways.............6: 


CONTINGENT LIABILITIES: 
Major: contingent liabilities, as shown on state- 
ment attached. 


NOTE:—The Proprietor’s Equity is included in the net debt of Canada and is disclosed in 
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$ 567,434,133 
5,745,864 


$ 674,201,612 
16,771,980 


$ 8,176,116 
14,997,372 
6,473,852 
7,012,029 
6,299,297, 
3,944,228 
2,088,574 
7,825,253 


$ 29,671,000 
6,173,842 


$ 12,425,768 
70,790,188 
22,400,749 

3,818,935 
39,000,000 


8,313,612 
7,821,037 


$ 18,000,000 


381,711,556 
377,614,970 


42 
12 


are 


$ 4,643,040 


573,179,997 


690,973,593 


56,816,723 


39,844,842 


164,570,292 


777,326,527 


59 


00 


54 


37 


59 


13 


51 


$ 2,303,355,016 76 


the historical record of Government assistance to railways as shown in the Public Accounts of 

Canada in accordance with The Canadian National Railways Capital Revision Act, 1937. 
TAH. COOPER; 

Vice-President and Comptroller. 


OF AUDITORS 


Canadian National Railway System for the year ended 3lst December, 1945, 
Consolidated Balance Sheet is properly drawn up so as to exhibit a true and correct 


relative Income Account for the year ended the 3lst December, 1945, is correctly 
GEORGE A. TOUCHE & CO., 


Chartered Accountants. 
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Miscellaneous physical property includes our investment in non-transporta- 
tion property. The principal item would be our hotels, including the Vancouver 


e 


d 
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hotel, and the amount would be $38,935,000. Then we have grain elevators and 


warehouses, $3,992,000 and subsidiary land companies, Rail. and River Coal 
Company, and companies of that nature amounting to some $17,587,000. 

Mr. JACKMAN: Who owns the leased properties after the expiration? 

Mr. Cooper: The lessor will, and the improvements would revert to: the 
lessor, but 999 years is a long time. 

Mr. Jackman: All the leases are 999 years? 

Mr. Cooper: Yes. I do not think we need to worry about what will 
happen at the termination of the lease. 

Mr. Emmerson: Mr. Cooper, would that property include any section 
of the road that is under lease to other companies? 

Mr. Coorer: No, sir, that would be in the first item. 

Hon. Mr. Curvrier: Some of these 999 year leases give the railway the 
right to purchase, do they not? 

Mr. Cooper: In the case of the Manitoba Railway, yes. We have an 
option to acquire that railway at any time for $7,000,000, and we propose in 
1946 to get authorization for the acquisition of that railway. 

Mr. Murcu: I understand that none of these leases are near expiring. 

Mr. Cooper: No. 

Mr. Hazen: I notice there is a decrease of over $1,200,000 in the value of 
the miscellaneous physical assets compared with 1944. What is that decrease 
due to? 

Mr. Cooper: Principally sales of land in western Canada and the 
abandonment of one of the mines of the Rail and River Coal Company. ; 

Mr. Hazen: One of what? 

Mr. Cooper: One of the mines belonging to the Rail and River Coal 
Company. ! 

Mr. Hazen: Where was it situated? 

Mr. Cooper: In Belmont county, Ohio. The next item there is sinking 
funds. In our bond issues we have two issues which have sinking fund pro- 
visions. One is the 64 per cent sinking fund debenture bonds issued by the 
Canadian Northern in 1921 and which matures in July, 1946. Under the terms 
of the trust deed we are required to keep on deposit with the trustees $250,000 
which is used by the trustees to acquire those securities in the open market if 
they should fall below par, but there is no possibility of a dominion government 
guaranteed bond with a 64 per cent coupon falling below par these days. 
The other issue to which there is a sinking fund provision is the St. John & 
Quebec Railway. The trust deed requires that each year we pay into the trust 
account 2 per cent of the issue which is used by the trustees to acquire these 
particular bonds on the market. 

Then we have capital and other reserve funds, $3,985,632.98. That 
represents proceeds from the sale of property which is under mortgage and by 
the terms of the trust deed we are required to keep the proeeeds on deposit 
with the trustees for the security of the bond holders. 

The deferred maintenance fund represents the investment of our deferred 
maintenance reserve. We invested the entire amount set aside for deferred main- 
tenance in victory bonds, and at the end of 1945 we had $39,000,000 of victory 
bonds as against our reserve. 

Mr. JackMAN: I think yesterday you stated that $5,000,000 had been added 
to this deferred maintenance. : 


Mr. Cooper: In 1945. 
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7 
i Mr. JAcKMAN: Could you tell us this, generally; how the $5,000,000 is cal- 
i culated? If you have a fund of $39,000,000 intact against that deferred main- 
. tenance you must have withdrawn the earnings either as one item of $5,000,000 
; from your operating surplus, or as I think was said in a previous year, the 
y deferred maintenance fund is built up by individual specified items and not just 
: a general allocation from surplus. May I ask you here specifically, was any of 
that $5,000,000 taken from hotel earnings and put into deferred maintenance, 
or how did you build that fund up last year? 

Mr. Cooper: We charged $2,500,000 to operating expenses under the 

'- heading of maintenance of way. You will see that item on page 15; and we 

f charged $2,500,000 to operating expenses under the heading of maintenance of 
equipment; and you will find that item, the last item on page 15, under the 
heading of maintenance of equipment. In other words, Mr. Jackman, the entire 
$5,000,000 was charged as an operating expense in 1945; one half to maintenance 
of way, and one half to maintenance of equipment. 

Mr. JACKMAN: You take it as a general item. It is not built up of through 
specified items such as was suggested last year; certain stations would ordinarily 
have been painted but were not because the paint was not available. It is taken 
up by general allocation? 

Mr. Cooper: That is correct. 

Mr. JAckMAN: And nothing was taken from hotel earnings to build this up 
due to the fact that actual work was deferred; for instance, take the Chateau 
Laurier, you didn’t do any renewals or replacements. 

Mr. Cooper: I might mention there that we have set aside in addition to 
this $39,000,000, $364,000 with respect to deferred maintenance on hotel pro- 

-- perty. That is carried in another account, and we will come to that later. Over 

and above the $39,000,000 with respect to railway fixed property and equip- 

ment we have set aside $364,000 with respect to deferred maintenance on our 
hotel properties. 

Mr. JACKMAN: Was there any subdivision of the system where a similar 

| procedure was followed? 
a Mr. Cooper: No. 

The Acting CuatrmMan: Did you ever think of selling these $39,000,000 of 
bonds and getting $105 for them? 

Mr. Cooper: What would we do with the proceeds? 

The Actinc CHarrMAN: Re-invest it. 

Mr. Cooper: You can’t show much of a profit that way, you would have to 
pay $105 to re-invest it. 

Mr. JAcKMAN: How much is the accumulated total maintenance, total 

deferred maintenance on hotel properties or on other accounts over and above 
- the $39,000,000. 
_ Mr. Cooper: $364,000. 
‘ Mr. JAcKMAN: That was for the one year? 
| Mr. Cooper: No. That is accumulated. 

Mr. JAcKMAN: How much was taken off last year? 

Mr. Cooper: One-third of that. Then we come to investment in affiliated 
companies—the details of which are given on page 23. 

Mr. Hazen: Did you make any investments in affiliated companies during 
the year? 

Mr. Cooper: In respect of the Northern Alberta Railway, the Toronto 
“Terminal Railway and the Chicago-Western Indiana Railway, yes; we did 
increase our investment. 
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Mr. Hazen: I notice there is about a $620,000 increase, something like that 
I think, in that account as compared to last year. / 

Mr. Coorrr: We purchased $400,000 of the bonds of the Northern Alberta 
Railway. That was to finance their capital expenditures and the two railways, 
the Canadian Pacific and the Canadian National, had to put up the funds, for 
which we received Northern Alberta bonds in settlement. We also advanced 
$100,000 to the Toronto Terminal Railway with respect to their capital expendi- 
tures. We also advanced $125,000 to the Chicago-Western Indiana, which was 
a requirement under one of their bond issues of which we are a joint and several 
guarantor. 

Mr. Hazen: The Northern Alberta bonds pay interest? 

Mr. Coorrr: Yes, sir, 5 per cent. 

Mr. Gipson: What price did you pay for that? 

Mr. Cooper: Par. 

Mr. JAckKMAN: For what would that line need extra capital? 

Mr. Coorrer: For their expenditures on capital account. 

Mr. Jackman: When you paid it out you received bonds in exchange and 
they are your assets. You received $400,000 in bonds. That is what you did? 
Mr. Cooper: Yes, of the Northern Alberta. 

Mr. JacKMAN: Does that increase your equity in that account somewhere? 
Mr. Cooper: No, I would not think so. It increases our investment in the 
company, but our equity account would remain as it was. 

Mr. JAcKMAN: You and the C.P.R. are the proprietors? 

Mr. Cooper: Yes. 

Mr. JAcKMAN: That is shown in your account $5,000,000? 

Mr. Cooper: $500,000. 

Mr. JackMAN: $500,000 increase in your— 

Mr. Coorrr: In the bonds of that company, not in the stock of that company, 

Mr. Jackman: All right. 

Mr. Cooper: Other investments; they are miscellaneous investments in var- 
ious companies which we have made from time to time, and includes system 
securities at par and other assets at cost. 

Mr. Hazen: Other assets at cost, are they listed, or is that Just a lump sum? 

Mr. Coorer: No, we have a list of them. 

Mr. Hazen: The reason I asked that is because I noticed that they only 
amount to $907,000, last year they amounted to $1,837,000. They are just about 
one-half of what they amounted to last year and I was wondering what the 
explanation of that was. : 

Mr. Cooper: Well, it is really because in that account last year we 
carried temporarily a million dollars which we had purchased for the deferred 
maintenance fund, we purchased more than we needed for that purpose; that is 
to say, we believed we were going to set up $6,000,000 as deferred maintenance 
and we acquired $6,000,000 victory bonds against that, but when we completed 
our accounts we limited our deferred maintenance provision to $5,000,000, so we 
moved $1,000,000 of victory bonds from the deferred maintenance fund down 
to this account of which we are speaking, and during this year we moved it back. 
It was simply a transfer between the deferred maintenance fund and the other 
investment account. 

Cash $18,000,000—no explanation is needed there. 

Temporary cash investments—$9,500,000. 

Mr. JackMAN: Why the difference in terminology in these two items? 
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Mr.. Cooper: Cash, of course, is cash in the bank, but temporary cash 
investments means that the cash has been invested in securities: and the amount 
of $9,000,000 represents the reserve that we had created in respect of inventories 
-  and_war projects. Cash for the amount which we had in reserve was invested 
in Dominion of Canada bonds and is so held until it is required. The differen- 
tiation there between cash, and temporary cash investments, is that one is in the 
form of cash at the bank which we can draw on, and the other is in the form of 
investments which we would have to sell before we could use it. 

Special deposits: That represents amounts at the bank to take care of 
interest as 1t falls due for payment. Most of the interest comes due for payment 
on January 1, 1946, At the end of the year it is a special deposit at the bank, 
earmarked for the redemption of coupons falling due on January Ist. 

Mr. JackmaAN: Do you get any allowance of interest on that? 

Mr, Cooper: We get the ordinary bank rate, it is very, very small. 

Mr. Jackman: These are for the most publicly held bonds, government 
bonds, are they? 

i Mr. Cooper: It is all held against publicly held bonds. Under the heading 
-- of other current liabilities you will see there is interest matured unpaid 

$7,000,000. Of the $9,000,000, $7,000,000 is for such interest. 

Mr. Mutrcu: The money would not necessarily be in the bank for any con- 
siderable period of time? 

Mr. Cooper: No, it is put in there two or three days before January first. 
It had to be there December 31st. 

Mr. JACKMAN: So bank interest is not really a factor in the account at all. 


Mr. Cooper: Not at all. 
Mr. JAcKMAN: The point I was getting at is that the bank does not allow 
you anything on the money that you owe to the government. 
Mr. Cooper: It was not owed the government. 
Mr. JAckMAN: Is was not? 

Mr. Coorer: No, it was in respect of bonds which are held by the public, 

the coupons being due on January first. 

é Mr. JAcKMAN: The suggestion that I was going to make was that if it 
- were government bonds you might as well turn the money over to the govern- 
3 ment, a few months’ interest on $10,000,000 would amount to something, it very 
quickly runs into substantial figures. 

Mr. Cooper: That is right, but this is not payable to the government. 

Mr. Jackman: How do you pay your interest on indebtedness to the 
government? 

Mr. Cooper: We write a cheque and send it to them. The amount is agreed 
to between the officials of the Department of Finance and the railway, and we 
send them a cheque for the amount. Last year we sent them a cheque for over 
$20,000,000. 

Mr. Jackman: I thought if you were embarrassed for cash or the government 
were, that you could always arrange payment between yourselves. 

‘ Mr. Cooper: We are not embarrassed for cash, we have $18,000,000 of it. 
i Mr. JACKMAN: Yes, I am not suggesting that you would be. The position 
is different where you have to meet payments on coupons falling due on bonds 
held by the public, but otherwise there would not be much use in holding 
money in the bank pending settlement. 
Y: Mr. Cooper: Net balances receivable from agents and conductors: I do not 
_ think any explanation of that is needed. Miscellaneous accounts receivable, 
_ $14,000,000; there is no explanation of that needed. These figures, of course, 
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are so large that we speak in millions of dollars. Very few companies, if any, 
in Canada have figures of this magnitude. I should like to say to the com- 
mittee that while these figures are in large denominations, we account for them 
as meticulously as if they were the size of an ordinary commercial corporation. 


Mr. JAcKMAN: We are used to dealing in large figures here in Ottawa. 


Mr. Nicuotson: I notice that in the Canadian Pacific’s balance sheet they 
have an item of $15,000,00 for agents and conductors balances. 


Mr. Coorer: A similar figure. 
Mr. NicHouson: Yes. 


Mr. Coover: The next is material and supplies. That represents the stocks 
of material on hand at the end of the year. During 1945 we reduced our 
material supplies by some $5,500,000, and as business declines that account 
should reduce. Prior to the war it was in the neighbourhood of $26,000,000 or 
$27,000,000. Our business doubled and our stock of material doubled. In 1945 
we took a physical inventory of our stocks. It was our practice to take an 
inventory once a year, but under war conditions, due to lack of personnel, we 
had to give that up. It is a requirement of the Interstate Commerce Commission 
that the railroads in the United States take a physical inventory once a year, 
but they waived that requirement because the railways were not in a position 
to make a stocktaking during the war period. However, with the war over we 
took the first opportunity we could for seeing that our ledger balance for stores 
and material was in accordance with the actual physical units of material on 


hand. 
Mr. Mutrcu: What was it? 


Mr. Coopsr: I have the figure here. The excess value of stores on hand 
over the ledger balance, after writing off the obsolete material, was $471,000, 
which is less than 1 per cent of our inventory. 


Mr. Murcu: Did I understand you to say the excess? 


Mr. Cooper: The excess. The actual amount of material exceeded the 
ledger balance by $471,000, which was less than 1 per cent; and considering the 
fact that we have not been able to take inventory during the war, I think that 
is a testimony to the effectiveness of our stock control methods. 


Mr. Rep: What would the purchase of your material and supphes ordinarly 
run per year? 


Mr. VaucHan: I am sorry, but I did not catch that question, Mr. Reid. 


Mr. Reto: What would the total of your material and supplies purchased 
for the year ordinarily run at? . 


Mr. VaucHan: Depending on the amount of new equipment bought; it 
runs from about $80,000,000 to $100,000,000 a vear in normal times. 


Mr. Murcr: Would any of that surplus inventory be the result of accrual 
of value of the equipment or supplies held over a period of time? 


Mr. Cooper: Yes. We have to price our inventories at the end of the year 
at the current values. Generally, on a rising price market there is an advantage 
to the inventory, but when prices fall it acts in the reverse direction. 


Mr. Murcu: There was a margin of error, if you could call it that—I 
suppose you could hardly call it that—of even less than the actual figures 
indicated. 


Mr. Cooper: That is true. Actually, we have almost a daily inventory 
system in effect. We have bin cards which show the actual number of units 
of material there should be on a particular shelf or in a particular bin, and 
from time to time the storekeepers go over that and verify it. 
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| Mr. Mutcu: Over a period of five years, I would say that is a remarkable 
-» performance. 
Mr. Cooprr: I think it is. 
Mr. Jackman: Do I understand, Mr. Cooper, that when you list the 
inventory you naturally do it at the cost price? 
: Mr. Cooprer: No; at the prevailing price. 

Mr. Jackman: I do not mean when you check it, but rather when you set 
up your books to begin with. 

Mr. Cooper: It is charged into the store account at cost. 

Mr. JAcKMAN: At cost? 

Mr. ‘Cooper: Yes. 


Mr. JAcKMAN: Then when you check that up, even after a period of years 
such as the war years when you could not make a physical inventory, you 
price it then at the going value? 


Mr. Cooper: That is so, except with respect to ties, fuel, rail and things 
of that sort. From time to time we establish average prices. The figures which 
the president used in saying what the present price of material was, say for coal, 
was the average stock price. The current buying price would be in excess of 
the figures which he quoted. 


Mr. Reip: Have you experienced any great difficulties over the past year 
in obtaining supplies? I think it is a splendid thing to have that material on 
hand, and I am just wondering what the experience has been? 


Mr. VAauGcHAN: It has been quite a struggle, Mr. Reid, to get our entire 
requirements in various lines during the year, and it is necessary under existing 
conditions that we keep our stock well ahead, as far as we possibly can. 


Mr. JacKkmMAN: If you use a price inventory such as you suggested and not 

a physical unit inventory, how do you really get a check on it? It is quite true 
that none of this stuff probably was five years old, although you did mention 
obsolescence. But if you take even six months’ turnover in your stores, there 
would be in these days a considerable price increase. It does not seem to me 
that is a check on the carefulness of the system. I think you would have to 
do it on the physical unit basis. How did it work out on that basis? 


Mr. Cooprmr: Well, I could not tell you that. We have hundreds of stores. 
_ I could not tell you just how the number of units match; that is, the actual 
~~ count as against the number of units shown in the ledger. 


Mr. JAcKMAN: But if you inventory, say, bolts at 9 cents and then when 
you come, after years, to check what you actually had in hand, and they are 
selling for 12 cents, that is an awful difference, and it does not tend to accuracy. 

4 What I want to know is, if you put 100,000 bolts in there, have you got vouchers 
-- for 90,000 taken out and 10,000 remaining? 


" Mr. Mutcu: How else could you determine how many bolts you had at 
12 cents? You cannot compare bolts with dollars. It has got to be translated 
fi into the same commodity. 

a Mr. VaucHAN: Your point is covered. There is an actual physical count 


made of every one of those bolts. 


Mr. JAcKMAN: But Mr. Cooper said that the result was within 1 per cent 
of what was shown on the books, but the bolts in the meantime have appreciated 
in price. Therefore if they have appreciated from 9 cents to 12 cents, 25 per 
cent less bolts physically in number would be your actual figure, whereas you 
would in fact have lost through disappearance or somehow, 25 per cent of 

your units. 
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Mr. Coorrr: I appreciate your point, Mr. Jackman; but you have over- 
looked the fact that these older purchases have been charged out. We charge _ 


out the older prices first, and what remains in stock at an actual stocktaking 
is the material which has been purchased in the last two or three months, and 
there is not any sizable increase in the price. 

Mr. Jackman: You do not feel that the lag would be more than two or 
three months? It would not be six months? 

Mr. Coorrr: Not as to the bulk of the material. There may be some special 
units that have been in for some time. They would probably go in the inventory 
at their original price. 

Mr. Rep: I may be duplicating this question owing to the fact that I was 
not here yesterday morning, but I was wondering if the price of materials 
such as ties and steel has increased very much in the past year 

Hon. Mr. Curvrier: Yes. 

Mr. Vaucuan: That was given in the statement which I read. They have 
increased very materially. 

Mr. JackmMAN: There is a chart on that. (Appendix “A” No. 1). 

Hon. Mr. Cuevrter: There is a chart on page 7. You will see ties 
particularly. 

The Acting CHamRMAN: Will you go on now, Mr. Cooper, to the next item? 

Mr. Coorer: Yes. The next item is interest and dividends receivable. | 
think that speaks for itself. The next is accrued accounts receivable. They are 
accounts, the audit of which has not been completed. When it is completed, 
it would move up into the item miscellaneous accounts receivable. Generally 
that account refers to government warrants which have not gone through 
the complete process of audit, but we accrue the revenue and we take up a debit 
in this accrued accounts receivable. 

Mr. Hazen: Where are rents receivable shown? 
Mr. Cooper: Rents receivable are in miscellaneous accounts receivable. 
Mr. Nicuoutson: Was there any special reason for breaking down this mis- 
cellaneous accounts receivable this year? I notice it was not done last year. 
Mr. Cooper: That is a change which was made by the Interstate Com- 
merce Commission and we followed suit. They are always making changes in 
both their operating and balance sheets and income accounts, and we follow 
then as a rule. The next item is other current assets, $39,000, which is a small 
~ amount. 

Mr. Hazen: Pardon me, but before you go on I should like to ask a ques- 
ie papa the Interstate Commerce Commission. Do you come under that 

ody 7 

Mr. Cooper: No. We come under it with respect to our United States 
companies. The Interstate Commerce Commission is a body that is very well 
qualified to prescribe the form in which railways shall keep their accounts. The 
American Railway Association, which comprises all the railroads in the United 
States, has a number of committees. I am speaking now of accounting. They 
have other committees with respect to operation, engineering and all the other 
branches of railroading. But with respect to accounting they have a number of 
committees. They have a general accounts committee of which I am a member, 
-and so is Mr. Leslie of the Canadian Pacific. There are 24 members on that 
general committee representing the principal railroads in the United States. 
Then they have other committees. They have a committee on freight accounts, 
one on passenger accounts, one on overcharges, one on express accounts, and a 
number of others. When a railway official has an idea with respect to an 
improvement in railway accounting, he generally submits that suggestion to the» 
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-association and it is considered in committee. If the committe approves of it, they 


refer it to the Interstate Commerce Commission. If the commission approves 
of it, they issue an order making it mandatory. Because their accounting regula- 


tions have that degree of authority, and experience behind them and because 


of our operations in the United States, we as a matter of accounting policy follow 
the rules and regulations of the Interstate Commerce Commission, not by com- 
pulsion, but because we do not know of any other system which is as satisfactory 
and which would afford comparable comparisons with other American railways. 

Mr. Hazen: Mr. Cooper, does the Canadian Pacific Railway follow the 
same rules? 


Mr. Cooprr: Again I hesitate to speak with respect to the accounting for the 
Canadian Pacific Railway; but I venture the opinion that they do substantially 
as we do. I would imagine that the Canadian Pacific Railway adheres to the 
I.C.C. form of accounting. Mr. Leslie is a member of the general committee, 
and Canadian Pacific officers are members of the subcommittees, they are active 
like our officers are, in the affairs of the association. Two years ago Mr. Leslie 
was chairman of the general accounting committee and from my knowledge—I 
see their detailed reports to the Dominion Bureau of Statisties—I think I could 
say that they, like we, follow the general accounting practices of the Interstate 
Commerce Commission. 

Deferred assets, these are advances to employees of the railway to enable 
them to make business trips and to operate small working funds. 


_ Insurance fund, $12,425,768.96. That represents the investment of our 
insurance reserve. 


Mr. JAcKMAN: Do you carry your own insurance? 
Mr. Cooprr: Yes sir, we carry our own insurance. 


Pension Contract Fund, $29,671,000. That too represents the investment 
of the reserve for pension contracts which have been issued. 

Other deferred assets, $3,072,290.74. That is a miscellaneous collection of 
accounts. The items which go into the group of current assets are supposed to 
be those which can be realized upon within one year from the date of the balance 
sheet. Anything about which we have doubt as to its collection, or the collection 
of which may be deferred beyond one year, is moved down to the category of 
deferred assets. 


Mr. Hazen: Your insurance fund is less this year than last year by over 
$300,000. What is that due to? 


Mr. Cooper: It is the first time, I think, since 1923 that our loss experience 
exceeded the income of the fund. We had three serious disasters. We lost 
the Prince George. She was insured for something like $500,000. Then we 
lost the sheds at Point Edward; and we lost the sheds at Depot Harbour. Those 
three items together amounted to about $1,500,000, the three things coming 
in the one year had the effect of reducing the fund during that year. But there 
is no doubt that, over the years, the fund is sufficient. It meets all the risks 
which the railway elects to carry. 


Mr. NicHotson: How do you arrive at your rate; how do you build up 
this fund? 


Mr. Cooprr: We do not charge ourselves a premium any more. We feel 
the income from this fund is sufficient to cover the losses which occur. It was 
originally built up at underwriters rates; but the fund has been built up to, 
a point where it can absorb all the losses which take place so there is no use 
in going on and building it up any further. 


Mr. JAcKMAN: I suppose you carried war risk insurance from the govern- 
ment during the war days? | 
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Mr. Cooper: Not on the railway. We did, however, on the West Indies. 
service with respect to our steamships; but we did not go into the government 
scheme of war risk insurance. ; 3 : 

Mr. Nicuotson: Could you give us the details in connection with the 
building of this fund? 

Mr. Cooper: It really started in 1923. There was a small carry over from 
the Grand Trunk to the Canadian National. The amount would be about 
$1,500,000, although I speak from memory. But from 1923 until now we have 
built it up to about $12,500,000. : 

Mr. Nicuoitson: How long has the interest been carrying your losses? 

Mr. Cooper: For at least ten years; in fact it has more than carried our 
losses. There has generally been an addition or profit in the fund each year. 
The income from the fund, over the years, has more than met the losses which 
we have experienced. 

Mr. Nicpotson: You do not recall how your fund stood ten years ago? 

Mr. Cooper: Ten years ago it was $11,000,000. 

Mr. Nicuotson: You have added over $1,000,000 to it? 

Mr. Cooper: Yes. 

Mr. Jackman: The government itself carried insurance on the Park 
Steamship Company for instance, in connection with that explosion in Van- 
couver harbour. There is a claim against the underwriters. Your experience 
has, no doubt, been very profitable to the company, but I wonder why it would 
be that the government would see fit to insure, with the credit of the whole 
of Canada behind it, whereas the railway company, a very large corporation, 
sees fit to carry on virtually all its own risks? 

Hon. Mr. Cuevrrer: In connection with the Park Steamships, they are 
a separate corporation. It is true, it is an operating company which has made 
charters with various other companies, under various conditions. 

Mr. Jackman: But this is also alleged to be a separate corporation. I do 
not see any difference; that just proves my point. 

Hon. Mr. Cuevrier: But you raised the question why the government 
would not act in like manner? 

Mr. Jackman: Why should not this company act in like manner to the 
government? 

Hon. Mr. Cueverer: Yes, but there is a distinction between the two. 

Mr. JAcKMAN: But both, in fact, are Crown companies. j 2 

Hon. Mr. Cueveter: That is true; but there are various kinds of Crown 
companies; for example, those Crown companies that act in the manner of 
agents for the Crown. I think that is what the Park Steamships are. But I 
think the Canadian National Railways are on a different basis. 

Mr. Rew: Is it not a fact that the Canadian National Railways only 
adopted this system after some years, and that formerly they were insured? 


Mr. Murcu: In any case the discussion is extraneous to the purpose of this 
committee. 

The Actinc CHAIRMAN: Next item. 

Mr. Coorer: Prepayments, $92,845.74. That is a very small item. Dis-. 
count on funded debt $5,702,293.05. That represents the balance of discount 
suffered at the time of the issue which we are amortizing. On the liability side— 
funded debt. The details are given on pages 21 and 22 of this report, 

Mr. Hazen: What is the amount? 


Mr. Cooper: Pages 21 and 22. 
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\ Mr. Jackman: That first item, stocks, capital stocks of subsidiary com- 
panies held by public $4,643,040. Does that refer to those small lines which 
» operate out of Montreal? 

- _-Mr. Cooper: You will find all the details on pages 24 and 25. 

aa Mr. JAcKMAN: Have you made any further progress in acquiring those 
minority interests? 

ny Mr. CoopEr: Not Ne sda but we have cae ee matter a ed deal OF 
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f 2 Mr. Jackman: You are making use of those properties and you are 
_ improving gratuitously the equities Af those minority stock holders? 


i Mr. Cooper: No. For any improvements we make to those properties the 
/ companies are held indebted to the Canadian National Railways. 


i Dominion of Canada loans; they are shown on page 22 of this report 
a of the total of $674,201,612.88. $391, 179,395.36 was for the repatriation of United 
Kingdom securities; $195, 264,135.50 was for debt redemption; and $73,851 ,082.26 
. was for new rolling stock. $13, 906,999.71 was for working capital. 
sl Mr. JACKMAN: Can you set out how much of that long trend debt was 
- outstanding at the time of the formation of the Canadian National system? 
= ‘Mr. Coopzr: In 1923? 
a _ Mr. Jackman: If that is the date? 
- Mr. Cooper: At the end of 1922, December 31st, the funded debt: held by 
_ the public was $804,000,000. 
; ~ Mr. Jackman: And how much was owed to the Dominion of Oe at 
that time, if anything? 
id Mr. Coorrr: I do not have that figure, Mr. Jackman; but Panes ne it, was, 
‘ ~ it was washed out in the Capital Revision Act. 
Mr. JAcKMAN: In the Capital Revision Act of 1987. $904,000,000 was 
transferred from the debt to the proprietorship. 
a Mr. Cooprr: No sir, $270,000,000. 
: Mr. JACKMAN: You gave me that $270,000,000 yesterday for that account, 
~ and $373,000,000, loaned by the government for deficits. 
% - Mr. Coorrer: They were washed out. 
iy Mr. JackKMAN: Washed out entirely; yet, there was $904,000,000 owing? 
a ‘Mr. Coorrer: But, the $904,000,000 owing had to do with deficits which, in 
our opinion, were not proper as interest bearing loans. Some of them existed in 
_ 1922. The Canadian government began to assist the Canadian Northern in 
- 1914 and it certainly started to assist the Grand Trunk in 1919; and they also 
assisted the Grand Trunk Pacific. There was a sizable figure due to the govern- 
ment in 1922. : 
} Mr. JackmAN: That was what I was trying to get at when I asked how 
~ much was owed to the Dominion of Canada at the time of the formation of the 
— Canadian National system? 
Mr. Cooper: I have not got that figure here. 
Mr. JAcKMAN: But have you any idea of what it would run to? 
Mr. Cooprr: I will give it to you at the next meeting. 
Mr. Prcarp: Do you mean that those deficits should be wiped out on conn 
of the financial structure of the company ? 
| Mr. Cooper: They were deficits, and it was thought that they should not 
appear in the capital statement. 
b 641432 
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_ Mr, Picarp: Were they deficits? os ¥ 1 
Mr. Coorrr: They were; they represented the amount by which the railway 
failed to earn its interest. | : 
Mr. Prcarp: They were not operation deficits? You made more money than | 
you spent on the operation of the railways? : 


Mr. Coorrr: Never since 1923 has the Canadian National Railways failed — 

to.earn its operating costs. ze 

Mr. Picarp: That is what I thought. So you mean this: accumulated 
deficit for which loans were made. You had to meet some interest on your a 
obligations? | 

Mr. Reto: On page 22, speaking of interest, I note at the top of the page 
it gives the principal outstanding and then the interest accrued as at 1945. In 
looking at the items I see that most of them are four per cent. There is one 44 

and one five per cent, but most of the issues are at four per cent. When you 
take the principal outstanding it seems to be correct. I am ‘only speaking from 
a cursory glance, but there is one figure that has intrigued me. That is the 
five per cent indebtedness to the’ province of New Brunswick. There you have 
a principal outstanding of $380,022.60 at five per cent. That would amount 
to $19,000 odd. I notice that it states the interest accrued is $24,192. It is 
the only one that does not seem to correspond with the interest rate. 

Mr. Cooper: During the year some of that indebtedness was paid off. 
This interest item is not interest on the balance at the end of the year. It is — 
the interest accrued for the year. In other words in the early part of the year ~ 
the amount of indebtedness exceeded $380,000. 

The Actinc CHAIRMAN: Shall we go on with page 13 and get that in? 

Mr. Cooper: Current liabilities; traffic and car service balances, audited 
accounts payable, miscellaneous accounts payable, interest matured unpaid, 
unmatured interest accrued, accrued accounts payable, taxes accrued, and other 
current liabilities, $56,000,000. I do not think they call for any comment. 

Mr. Jackman: As to the taxes accrued are those mostly municipal taxes or 
sales taxes or what? % 

Mr. Coorrr: They would be municipal taxes and taxes in respect of our — 
United States subsidiaries. 

Mr. Reto: Could we have an explanation regarding the Dominion of ~ 
Canada loans for repatriation of securities, or have we reached that point? 
If not, that question can wait until we come to it. 

Hon. Mr. Curvrier: We went into that very thoroughly yesterday. 

Mr. Re: If that was gone into yesterday I will accept the record. 

Mr. Cooper: It was thoroughly gone into yesterday. 


_ Mr. Jackman: In regard to municipal taxation on the old Intercolonial 
railway and some of these other railways which were formerly Crown com- 


panies do you pay taxes to the municipalities there? 
Mr. Cooper: We do in one or two cases on non-transportation property, 


Mr. JAcKMAN: On non-transportation property? 
Mr. Coorer: Non-transportation property. 
Mr. JACKMAN: You pay taxes on the non-transportation property?. 


_Mr. Cooper: We have some property at Halifax which was purchased in 
anticipation of future use. It was not devoted to railway purposes and it was 
agreed that we should pay municipal taxes. 


Mr. JACKMAN: But as to railway properties within municipalities? 
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‘Mr. Cooper: On railway property, no, although we have an agreement with 
‘the Maritime provinces whereby we paid them $250,000 a year. 
~ Mr. Jackman: In lieu of any municipal taxes? 

Mr. Cooper: In lieu of provincial taxes. 

Mr. JAcKMAN: I understand that there was some agitation in Halifax, and 
I think perhaps Saint John, to assess you for municipal taxation. What are the 
pros and cons of that? You do not pay any at the present time apart from , 
the grant to the province of New Brunswick and the province of Nova Scotia. 

‘Mr. Cooper: We ‘do not, and they are bringing or threatening to bring 
action against us. The case has been in suit for at least two years. I do not 
know where it stands at the present minute. 

Mr. Jackman: On other divisions of the railway do you pay taxes to the 
municipalities? 

Mr. Cooper: Yes, we pay, for instance, in the city of Montreal, Toronto and, 
in fact, in all cities we pay. municipal taxes. 

Mr. VaucHan: Take, for instance, Montreal. We are by far the largest 
taxpayer in Montreal. T think our assessment is $10,000,000 more than the 
assessment of any other company. 

Mr. MurcH: You pay taxes on the Fort Rouge yards? 

Mr. VaucHAN: Yes. I think there is some agreement with the city there. 
I do not recall just what it is but there is some special arrangement. 

Mr. Murcu: There is a special arrangement. 

Mr. VaucHAN: I do not remember it offhand but there is a special arrange- 
ment there. 

Mr. Mutcu: Has that been challenged or has there been any request for 
reconsideration of that? 

Mr. VaucHAN: No, that matter has not been up recently at all. We do 
pay some voluntary taxes down east. For instance, we pay taxes on our hotel 
in Halifax voluntarily. 

Mr. JAcKMAN: You pay the full rate? 

Mr. VauGHAN: We pay practically the same taxes on our hotel as are paid 
on the C.P.R. Hotel, the Lord Nelson, in Halifax. We did that as a ee 
-act on our own part. 

Mr. JAcKMAN: Did this exemption from municipal taxation which is 
peculiar to the maritimes arise because the railways which were incorporated 
in the system in 1922 were formerly Crown companies? 


Mr. Coorer: They are still Crown companies. So far as the Canadian 
government railways were concerned they were exempt from taxation. The 
other parts of the system, the Canadian Northern, the Grand Trunk, and the 
Grand Trunk Pacific, are not exempt from taxation. 

Mr. Vaucuan: The C.P.R. has certain exemptions from Winnipeg to the 
Rocky Mountains. They do not have to pay municipal taxes on the main line. 
They have just as much advantage in exemptions out west as we have down 
east. 

Mr. JAcKMAN: That is in their charter, is 1t? 

Mr. VauGcHAN: Yes. ARE 
a Mr. Nicuouson: How about the Fort Garry hotel in Winnipeg? Do you 
_ pay taxes on that? 

; _. Mr. VaucHan: Yes. 
Mr. Rem: The C.P.R. does not pay taxes on the tracks through the 


municipalities. 
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Mr. VAvGHAN: They have a special exemption under their charter. I do— P 


not recall what it is. They pay some voluntary taxes, I think, the same as we 
do in the east. There is a somewhat similar situation on a portion of their 
lines in the west as we have in the east on the Canadian government railways. 


Mr. JAckMAN: Would both railways pay taxes on their hotel properties, the 


Palisser in Calgary and the Macdonald in Edmonton? 


| Mr. Vaucuan: I could not say whether they pay taxes there or not. We 
do pay taxes on all our hotels in western Canada. 

Mr. Hazen: Do you pay taxes to the city of Montreal on the atau in 
Montreal? 

Mr. VAucHaAN: Yes. We are the largest municipal taxpayers in Canada. 

Mr. Coorrr: Then we have deferred liabilities, and the first item is pension 
contract reserve, $29,671,000. That is the‘reserve set up against pension 
contracts which are outstanding at the end of the year. Then there is the item 
of other deferred liabilities. 

Under reserves and unadjusted credits we have insurance reserve ;—we 
have depreciation on the Canadian lines, equipment only, of $70,790,188.60 ;— 
accrued depreciation on the United States lines with respect to both roadway 
property and equipment of $22,400,749.89. We have set up a reserve for the 
amortization of defence projects of $3,818,935.41, a deferred maintenance 
reserve of $39,000,000, other reserves of $8, 313 612. 60, and other unadjusted 
credits of $7,821, 037. 05. 

Mr. JACKMAN: What year was it that we set up that depreciation on the 
Canadian lines, equipment only, two years ago? 

Mr. Cooper: We started, in. 1940. 


Mr. JAcKMAN: Is it likely to be the policy of the C.N.R. to extend that 
depreciation policy as you must do in the United States? For instance, as I 
recall it it was said yesterday only 10 per cent or less of the trackage was 
in the United States and yet we find that their accrued depreciation is $22, 000, 000 
and in Canada, it is $70,000,000 in place of about ten times what it is in the 
United States which would be comparable to the trackage. Is there any tendency 
or disposition on the part of the C.N.R. to adopt the American eae of 
depreciation on the Canadian lines? 

Mr. Coorrr: I do not think so. It would not be my recommendation. 

Mr. VAuGHAN: We have the same practice on the depreciation of equipment. 


Mr. JAcKMAN: I realize that, but you were mentioning on the whole you 
think that the I.C.C. rules are worthy of adoption not because of compulsion 
but because of the inherent soundness of them. 


Mr. Cooper: Yes. However, with respect to depreciation on road property 
I do not go along with them. They only adopted this policy in 19438. For 50 
or 60 years they have contended to the contrary. 


Mr. JACKMAN: There is no reason why they should not improve with time. 


Mr. Coorrr: No, but if you realize the change-over had to do with excess 
profits taxes I do not believe that is a sound argument for reversing the policy. 


Mr. JackMAN: Depreciation does not only have to do with excess profits 
taxes. It has to do with a true statement of your earnings, whether or not you 
‘are allowing for the gradual wear and tear of your capital equipment. 


Mr. Cooprr: I am pointing out that for 60 years they argued to the 
contrary, and even to-day taking track structure, rails, fastenings, ties, ballast, 
they refuse to recognize depreciation on what is called track structure. They 
will recognize depreciation on the fences and the telegraph posts and the 
station buildings and things of that sort. What logic there is in a contention 
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of that sort is beyond me. If there is anything subject to depreciation it is the 
track, but they do not follow through as far as their theory is concerned to 
accrue depreciation on the track. 
E Mr. JAcKMAN: Of course, stations and some other facilities become pretty 
dilapidated, but you cannot let your track go for very many months, I should 
think. 
. | 
Mr. Cooper: You must admit that depreciation is accruing on the track 
just as it is on the stations. It may accrue a little quicker. The service life 
may be shorter but nevertheless depreciation is as much a fact on the track 
as it is on buildings. 
Mr. JAcKMAN: I should be inclined to agree with you on that except that 
track of necessity must be maintained from day to day at a high rate. You 
cannot allow any substantial dilapidation to occur there whereas you may allow 
it with your buildings. I presume that must be the reason behind the I.C.C. 
ruling. As I recall some years ago when I spent a good deal of time on the 
_ depreciation policy of the railway we decided that nothing would be pressed 
then because of: the shortage of labour and the inability to get people to make 
a physical inventory of all the assets, track and telegraph poles if you like, 
and. all the rest. Therefore I thought it was your opinion also that consideration 
should bes postponed, but as far as the principle was concerned I felt that it 
had been in part adopted at least, not only as to rolling stock but as to railway 
- equipment, and that after the war you would perhaps implement the I.C.C. 
regulations? 
Mr. Cooprr: I have given it a lot of consideration and have pondered it 
a great deal. My belief is we should not adopt it. I am curious to see what the 
American railroads will do when they begin to find themselves in the red, which 
they are going to find themselves in, and when excess profits taxes are cancelled. 


Mr. JAckMAN: If they are in the red for a justifiable purpose, namely, wear 
and tear of their equipment, it is another argument why fair freight rates and 
fair passenger rates should be charged. 

Mr. Cooper: If they have to suspend dividends because of bookkeeping 
entries for depreciation they are going to have to scratch their heads. 

The next item is Dominion of Canada proprietor’s equity. That is the 
shareholders’ account. Up above we have the Dominion of Canada in its rela- 
tion to the railway as a creditor. In the proprietor’s equity account we have 

’ the relationship of the Dominion of Canada as a shareholder. They have an 
equity capital of $777,000,000, and on the next page you see the makeup of that 
item and the change from 1944. 

Mr. JACKMAN: Can you give the committee the amount of the shareholders’ 
equity at December 31, 1922 at the time of the acquisition of the various 
railways? 

Mr. Cooprr: © Their real equity? 

Mr. Moors: Yes. 

Mr. Cooper: They had about $18,000,000 invested in the Canadian National, 
other than the Canadian governed railways. Answering your question a little 
_ more exactly, I would say offhand that the $18,000,000 and the $377,000,000 
- for the C. G. Rlys. would represent the dominion’s equity as of 1923. 

j Mr. Moorn: That would be the amount owed the Canadian government? 

a Mr. Coopsrr: $377,000,000 was the cost of the Canadian Government Rail- 
_ ways, $18,000,000 was cash they paid to acquire the stock of the Canadian 
Northern. They did not pay any cash to acquire the stock of the Grand Trunk 
or the Grand Trunk Pacific. 
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Mr. JACKMAN: So the $377; 000 000 would te yresene the book value of thie 


government account which you took over, I presume, and would include all the 4 4 


other railways which were Crown owned railways | 
Mr. Cooper: That is so. 


Mr, Jackman: And since 1922 the government investment on equity account — 


has mounted to approximately $400,000,000. 
Mr. Coorrr: Yes, of which $112,000,000 represents the surplus earnings of 


the railway which have been allowed to increase the proprietor’s equity. That — 


would not be money put into the railway by the government. 
Mr. JAcKMAN: The $112,000,000 does not; but was the $112,000,000 not 
paid to the government as interest on the covernment obligation? 
Mr. Coorrer: No, it was paid as a reduction of debt. ® 
Mr. JAcKMAN: So you get a compensating factor in that item of $112,000,000 
in the lessened bond investment. to’ the government. 
Mr. Coorrr: True; but that affects their position of a creditor rather than 
their position as a shareholder. 3 

The Actinc CuairMAN: Pages 14 to 17. 


DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT 


Balance at Transactions Ralence at 
31st Dec., 1944 Year 1945 31st Dec., 1945 
CAPITAL Stock oF CANADIAN NATIONAL RAIL- 
WAY CODE AINY, McD thetgdctale eat cama bets gale a $ 18,000,000 00 $ — $ 18,000,000 00 
CAPITAL Stock oF THE CANADIAN NATIONAL 
RAILWAYS SECURITIES TRUST: 
Initial stated value.............. a a $270,037,.437 88 $ —- $270,037,437 88 
Surplus earnings ......... I ny Ln 87,745,931 64 24,756,130 00 112 5u4 061 64 
LOWER aot UNG e801) tan RAN a ering Neary ies Ole Rill: 19.105.651 28 1H TARBRV 28 
Reansabal losses Nive. gu ya lat eee iiy he cies 17,808,505 59 * 2,125,088 53 19,933,594 12 


$359,080,515 31 $ 22,631,041 47 $381,711,556 78 


CAPITAL EXPENDITURES BY DOMINION OF 
CANADA ON CANADIAN GOVERNMENT 
VAT WAYS lait Hi un the eet Ries ee ta ete $377,614,970 84 


$754,695,486 15 


ane $377,614,970 84 
631, 041 47 777, 396, 527 2 


AR | PRP 


*Loss on abandonment of 

27-62 miles of St. Lin 

SATDALVIBLOD ca eae eee L LOT gl ebay 
Loss (applicable to period 

prior to 1940) on retire- 

ment of rolling stock 

SOUT PHT OMA wwieuly Neck peil 957,967 06 


CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 


Balance at Per cent 
3lst Dec., 1945 of Total 
Equity CAPITAL:* 
Capital Bene of Canadian National Railway 


COTA DOTY owe, ee tre BRN s GACAUE Oe Ceol ool $ 18,000,000 00 
Capital ae of The Canadian National Rail- 
ways Securities: Trust, J sas. sce Lowes 6 381,711,556 78 
Capital Expenditures by Dominion of Canada 
on Canadian Government Railways...... 377,614,970 84 $ 777,326,527 62 38-4% 
FIxep INTEREST DEBT: 
TGA DVETDERDU DLC. rtvicics Maes Boley | een $573,179,997 54 
Dominion of Canada—Loans.......2......% 674,201,612 83 1,247,381.610 37 61-6% 


$ 2.024,708,137 99 100-0% 


———e« 


*Excluding shares of subsidiary companies held by public—$4,643,040. 
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RESULT OF 1945 OPERATIONS 
:) CONSOLIDATED INCOME ACCOUNT 
% 
RAILWAY OPERATING REVENUES: 
1945 
ig een hed «ae. ee Be esis ke Paar Gilet Re ba NG tak pede WAN BiSh COE ALE fi $316,533,328 90 
RASSON GEL: Hein he oe ole eae he es eielea ele oe geet ye ne at 65,199,923 28 
Vail Sane ree Ue PRN. SELON osteo aD Cama a tel iah's. [elie Yel! aba ay\ielce'|u 91/4 4,2104,835 42 
CRS MRP ih Iai onc ahe ce aie siniallee shine A euscarents he, as allevia ees ¢ 19,209,446 O1 
Kearmmerciali | clegrapls sft’. s le ye vgesisie ed es cereals SAGE 7,554,813 82 
a ESNet ite emai, Weg AMPS OMe ae a shallatsta aia! gi@iel ts Wise tig 21,071,046 13 
. TOTAL OPERATING REVENUES.........-.+-- $433,773,393 56 
RAILWAY OPERATING EXPENSES: 
Maintenance of Way and Structures............2.e0e- $ 70,311,162 19 
Maintenance and Depreciation of Haouipment. 3.2 04. 76,784,609 37 
OE i ane Set hte Mee cake iat cess eck ieee eben aia 3 ores 6,046,603 02 
Transportation. PR eee eerie Tee ne Sac ABC tae tau De satel af gta 179,119,172 42 
Miscellaneous Operations Wer Ata Panay Rect, Fen lati aghs eon ts 6,282,609 09 
General. RMA pian bens Me) rate EME Cede cal el bi'a, a's Sane’ iat suelo ere 16,749,892 39 
Toran OPERATING EXPENSES...........--- - $355,294,048 48 
WEI OPERATING  BEVEN UNS b.cldielevs Wate slave leche a,c ors! anpysive ¢ $ 78,479,345 08 
eset Uma Rey Sa ran or inen cau Li ui tan atlar c\VaPalont ear gl rian esa ae mye a cma 6,476,981 25 
Bquipment, Rents—Net Hedy ENN ONS Me ara taeae neta estes atta tours 3,567,783 92 
he tet eM a tg aa orca ah 556.641 66 
NET RAILWAY OPERATING INCOME......-.--++-++-+- $ 67,877,938 25 
OTHER INCOME: 
Income from Lease of Road and Equipment............ $ 58,960 79 
‘Miscellaneous Rent Income..... LEENA ote Se Mabay SUS Pret gk 930,962 20 
Income from Non-transportation Property...........-- 643,859 61 
Results of Separately Operated Properties—Profit or Loss 54,478 00 
Hotel Operating Income. ........... cece cette teen ee eee 1,235,850 94 
Ey eae NED UES COTURE Tale cates Al ahs Share Shy teal a fee le atietvaic, «Melee ahs 543,514 50: 
DHOOM LTICOLTO CUE ate aiatial ae diners che Ave hel aie Hise aelanw ny oni 3,863,692 01 
Reel ANGUS COMIC MAL Mabaso phon aiavw cles auee lee eta Woy aes s 298,490 98 
SETOTALOTHERC INCOME vic. Sousa cedars % 7,520,853. 03 
_ DEDUCTIONS FROM INCOME: 
Rent for Leased Roads and Equipment.............--- $ 1,109,929 74 
Di iseellanGous | REWER. oo Sale ehh acess oie twine a dd a eave lay eo: alte 652,343 81 
TA feel Vertis A ACR asia e eNali ia let B00 Ul ose es walls seis 5 “aia, aol aerate 121,027 O1 
Thtereat, on) Unfunded Debt. Sadi cue Sol ee wi efeleie a F's 387,514. 73 
Amortization of Discount on Funded Debt............ 1,183,920 48 . 
Miscellaneous Income Charges and Appropriations..... 1,104,234 99 
Profit and Loss Ltems—Net CER IE ery p lod Ula yguctan als: ahaPay@ erie 244,452 22 
ToTAL DEDUCTIONS FROM INCOME.........- $ 4,314,518 54 
NET INCOME AVAILABLE FOR PAYMENT OF INTEREST. . $ 71,084,272 74 
Interest on Funded Debt—Public................504-- 26,021,784 56 
Interest on Government Loans. ...........ee eee eees 20,306,358 18 
SOUP DUIS. Vere eer (as isle hk 7 ocuy elec geages 91d ede ae hei des. anit ae $ 24,756,130 00 
OPERATING REVENUES 
1945 
1b pe ya NR SU Se SA POF ES CUR ORC Re Bate $313,013,450: 06 
Payments under “Maritime Freight Rates Act (20%)...... 3,519,878 84 
PSE T GTi eo Vey uc lela cts che Mae arste > oer ie (OM Gee wis ese ane Bee a's 65,199,923 28 
Pere! saat ah ags fers ial Oo! cielo 6 Ais oe. slo) adap joining mc mi Rpm ees 159,084 91 
Mibeniie aril as bye ch eae be wool ee ee he ee eae ese 4,580,963 69 
Parlour and Chair Car Bi, Bd Gog aie Ligh SRNODE A TRL E UN EMS RE 271,537 54 
ME Ee tea act edhe s Wied De nce vii ties 7s Ra ke That} 4,204,835 42 
¢ Railway Express ETC RM veg Re elo tists ass Austin 4 epee wat ania lana 534,662 43 
Bee UE yet a ak ciel gi oiaps wiped Fa Binle oa n/t 's 2 Rp aegis as 18,674,783 58 
Other Passenger-Train. eas 61,942 53 
De eTey aay eget he to spe WU ete tailar  ‘albyca auc ae WAYS wih on ie, Sltelin mm a) setnie “4, 8 als 469,169 82 
iM Switching. . EA Ok, uegheh, Bea mOawal tT ASE Se UMM CM PF gape a a 3,358,414 26 
/ . Water SO gee Hae ee Sy Eile aM ACU aeRO nae 183,272 66 
Be Pining ‘and Buffet... 2... eee cele ee ee ieee ee ene es 4,608,534 74 
ne Meee er Peiri tis ie) Mine a Lae Ak dial bine o 4m ee ile m mbde 301,391 10 


1944 
$321,588,728) 
69,776,256 
4,204,761 
18,008,142 
7,012,442 
210,557,178 


$441,147,510 


$ 76,503,925 
810,215,292 
6,058,693 
177,889,699 
5,922,378 
15,957,054 


75 


$362,547,043 5 
$ 78,600,466 


7,341,513: 
2,956,314: 
577,994 


$ 67,724,644 


$ 61,578 
954,858 
598,717 
767,528 
1,188,802 

659,726 
3,923,760: 
2,367,210 


$ 10,522,182 


$ 1,163,904 


5398911 
90,839 
304,644 
936,291 
4,142,362 
27,671 


$ 7,150,262 


$ 71,096,564 
28,135,938 
19,933,701 


$ 23,026,924 35 


1944 


$317,735,454 


3,853,273 
69,776,256 
156,989 
4,564,393 
226,215 
4,204,761 
632,953 
17,375,188 
28,720 
429,094 
3,294,605 
190,916 
4,471,567 
272,862 
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76 
OPERATING REVENUES—Conce. 
1945 

Station. lrain and» boat Privileges... mene) cee ee co, eee 570,327 56 
Parcel Moor iy i eM Foie eso ae Wee a eae 150,749 63 
lordge Pele h tic eae shen ons Sa aie Re CRO Le TUG 20a D2 
Siorapearbaceavelti \ nisualiet. cause iam en Pr meee S tee 117;651 (20 
RJOMUNEP AIO.) OEY ad mie Wate hed KERN RO kee eee 1,840,217 42 
Telegraph Commissions (U, S. Be MPN heh st hh AN aa dt Rt 14,314 32 
Telegraph—Commercial. i APF RAG a Peas ROE TR AGL all 7,540,499 50 
AE ELMO Y ALOT. si eca/ohcs Cok © wVgtole elute SHY Sih oal Oke eeeel aaa © oe recom Mar 513,618 04 
Rents of Buildings and Other Property.............eee005 898,493 41 
SHRLS ON yi Ca 0 TR aka IR ee mR RMU Oh MOU Rhy Recah Skea 2,165,022 58 
Joint Facility—Credit. . 822,641 49 
Joint Facility—Debit. 118,200 97 

$433,773,393 56 
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OPERATING EXPENSES 


Maintenance of Way and Structures 


Superintendence........ 
Roadway Maintenance 
PAE eS PAT SU WAY Siem ile cicid roe Sis w oa nics A leas eaten, ener 
Bridges, Trestles ce Gr VOR GS oo5 a pie ais dente die been el Reese ae 
PTeR Gh. 
Rawle ah 
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Station and Office Buildinee sol IME sel Sect 0 Ripteh suldabe si ema es 
Roadway Buildings 
‘ Water Stations 
Fuel Stations 

nous youd «in pinehousess tsi cwh ss se Pee ela wlohe arte lnns 
Grain Elevators 
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Telegraph and ieee oe er a MN etary chin! Da bh ge" ate 
Telegraph—Commercial. . Teepe ne) Samra Ra Gegh te $1 UA ENS fhe i lNias ae 
Pam enaic, Lacerlockers: ei dshciaus anh aad Ge oe eee 
Pow Pre Pathe Paka Lee a Nrs te, toned keg ABT Ae Sah Bowe 
AM collanieous Str ear BL tg os ee RR RR ae ER 
Road Property—Depreciation—U.S. Lines 
Road Property—Retirements. . . 

Deferred Maintenance 
Roadway. Machines 
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Public Mee ateticnte “ot hinvena ate ig eM te ae We 
EAN BCO..vE-CPSOTIS serie it ie sie iis hiv ates he Seb eae sie ee ee eke 
Insurance... 
Stationery and Printing pistes niston, bia artes Miao yee ATE Tone tee ik eT ERNa 
Other Expenses 
Maintaining Joint Tracks, Yards, ete—Debit. ee 
Maintaining Joint Tracks, Yards, ete—Cr dita cei 
ie noboyVay. EH epenses Puss {le oehe tarnio a eee ee 
Protective Services 
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Maintenance of Equipment 
Superintendence 
Shop Machinery 
Power Plant Machinery 
Machinery—Retirements 
Machinery—Depreciation—U.S. Lines 
Dismantling Retired Machinery 
Steam Locomotives—Repairs 
Other Locomotives—Repairs 
Freight-Train Cars—Repairs 
Passenger- Train Cars—Repairs 
_ Floating Equipment—Repairs 

Work Equipment—Repairs 
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1944 


582,179 


153,319 
75,808 
97,881 
1,886,518 
14,281 
6,998,160 
539,617 
779,617 
2,179,313 
736,613 

109,058 


$441,147,510 


$ 3,944,226 92 $ 4,100,491 
8,705,847 73 8,660,168 
35,459 50 38,050: 
2,715,192 03 2,424,967 
7,599,421 14 8,294,237 
3,180.4 LOnOO 4,026,706 
3,025,663 44 3,229,879 
1,803,873 16 1.502. 041 
18,150,434 30 18,979,235 
660,415 74 561.071 
2,956,783 30 2,779.798 
352,973 30 310,629 
517,550 95 561,950 
290,714 31 278.713 
2321057 Cone 2,077,034 
49,693 94 49.880: 
217,414 67 227.927 
1,078,893 03 1,074,642 
1,389,630 12 1.257.556 
1,137,962 58 1,172,196 
9.262 96 24,669 
170,753 66 194,408 
3.193 01 4,824 
853,390 97 764,133 
12315167429 1,564,321 
2,500,000 00: 6,500,000 
994,557 02 540.607 
81,071 66 90,363 
2.284 68 1,002,284 
887,741 95 884.498 
3,540,663 13 2,829,113 
369,035 18 370,190 
661,012 09 670.295 
28,140 76 24.666 
70,819 65 66.657 
63,059 99 39,742 
1,015,097 95 794,153 
1,942,157 33 1,727,321 
75,431 46 68,484 
70,004 62 190,650 

$ 70,311,162 19 $ 76,503,925 
$ 1,539,394 18 $ 1,631,670 
2,083,485 62 1,994,656 
115,858 50 108,904 
200.386 19 89.900 
65,986 47 65,993 
2,963 50 “2.849 
22,780,691 45 23,100,702 
379.394 25 300,952 
16,879,507 30 16,673,746 
9,358.057 50 9,126,776. 
361,454 04 437,205 
2,187,604 46 2,172,248 
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Traffic 


Other 


SO ay re. eee 


oe OaUP ae el 5 Paar ge Py Se Se a ee he 
: Se ; ; 


Train 
Train 
Train 


Train Power Produced 
Power Purchased 
% Water for Train Locomotives 
Lubricants for Train Locomotives 
Other Supplies for Train Locomotives 
 Enginehouse Expenses—Train 
Trainmen 
rai Supplies iand HK xXpenses: o.oo 26. thee cles hive se eee lee 
Operating Sleeping 
meemional and. Interlocker: Operation. ...2..0..0.600..0l.are eee. 
— Crossing Protection 
_ Drawbridge Operation 
© Lelegraph and Telephone Operation.........0.0.c0 cee cee 
 Telegraph—Commercial 
BeOperating Floating Equipment... 20.0... cee bcc ee eee 
_ Express 
ROO ye and EL tabING x. eas eats falclts Gos cas cole a Rowen 
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1945 


207,157 
201,051 
1,798 
56,308 
16,974,015 
167,252 
579,957 
35,089 
60,202 
2,667 
250,211 
205,885 
2,500,000 


$ 76.784,609 


1944 


188,324 
167,614 
6.923 
52,492 
19,853,984 


160,026: 


510,255 
21,570 
53,460 
11,032 

209,053 

225,055 

3,500,000 


$ 80,215,292 
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$ 2,145,109 43 $ 2,210,788 63 
2,853,589 00 2,829,028 45 
341,215 04 331,246 72 
121,328 18° 122,579 63 
267,094 28 262,000 71 
225 00 233 44 
115,414 99 111,648 49 
202,627 10 : 191,167 45 

$ 6,046,603 02 $ 6,058,693 52 
$ 3,765,343 35 $ 4,009,532 29 
2,271,473 15 2,266,139 69 
25,073,729 27 24,540,076 41 
101,453 06 108,434 83 
15,236 45 ssf ae 
1,830,272 84 1,812,688 60 
4,912,250 62 4,713,325 42 
8,518,726 18 8,493,169 31 
854,640 08 881,830 24 
5,364,395 97 5,385,722 59 
666,539 83 628,486 59 
6,661,625 37 6,643,950 27 
16,203 75 16,0 Flare 
95,393. 59 98,296 02 
215,453 80 209,572 15 
79,906 67 80,098 41 
58,692 35 53,522 20 
210190121 2,075,708 61 
202,198 84 183,169 35 
1,828,166 68 1,771,465 75 
2,031,612 59 2,056,723 75 
15,501.769 73 15,723,643 52 
2b 351, 22 122,442 39 
35,698,139 57 36,685.000 61 
7,038 71 12,686 19 
43,019 07 44,177 83 
1,363,258 83 1,352,320 18 
582,271 77 566,191 83 
326,289 07 309,738 45 
6,031,058 67 5,949,232 39 
17,902,623 65 18,061,650 85 
11,108,584 78 10,987,421 68 
2,157,966 96 2,003,564 87 
564,925 05 582.601 02 
846,625 97 854,335 45 
131,636 51 132,389 16 
434.880 56 436,578 56 
5,418,338 96 5,371,875 16 
1,231,744 64 1,245,491 30 
9,905,469 86 9,415,564 85 
761,103 05 698.296 38 
1,307,751 13 1,244,142 92 
880,785 07 833.207 47 
421,589 49 483,333 47 
16,976 80 14,366 29 
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OPERATING EXPENSES—Cone. 2 si 
. 1945 1944 
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$ 16,749,892 39 . $ 15,957,054 27 


Mr. Rew: On page 15, regarding operating expenses, I wonder if I can 
have a statement regarding passenger revenues. I see there is a drop there from 
$69,000,000 to $65,000,000, while on the sleeping car, parlour car and dining car 
service there is an increase of almost $3,000,000; no, there is an increase of 
almost $3,000,000 in passenger revenue, but there is a very considerable increase 
in the sleeping, parlour car and dining car revenue. . 

Mr. Coorer: The decrease in the passenger revenue is due to the fact that 
we had about 5,600,000 less passengers carried—if the members of the committee 
will turn to page 29 they will see towards the bottom of that page the. number 
of passengers carried was down 5,000,000. They will also see that there was 
a considerable decrease in the number of passengers carried one mile, and there 
was a corresponding decrease in passenger revenue, due to fewer passengers’ 
having been carried. : 

Mr. Rew: But on your sleeping car, dining car and parlour car services 
you show an increase. 

Mr. Wauron: The sleeping car and dining car equipment was very 
extensively used on these movements back from overseas. 

Mr. Mutrcu: It was standard sleepers only, wasn’t it? 

Mr. Watton: Yes. When they went overseas they used coaches or colonist 
cars, but on the return trip they had sleeping car equipment; and the use of 
that type of equipment is extending to the movement of dependents as well. 
Mr. Emmerson: And would you be paid a transportation charge on that? 
Mr. Watton: Oh, yes, but of course at a lesser rate. 

Mr. Murcu: And the lowered rate compared with the greatly increased 
use would be a minus factor? | 


Mr. Watton: Yes. 


_ Mr. Morcn: Then I think in connection with both the sleeping car and the | 
dining car service that represents to a certain extent at any rate a luxury 


service. 
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Mr. Wauron: The most lucrative passenger traffic is the movement of 
- passengers on the regular passenger trains. These overseas movements are 
usually less than normal rates. 

Mr. Murcu: We have had enough military personnel running back and 
forth across the country using dining cars, sleeping cars and parlour cars, to 
make them pay. 
| Mr. Nicuoutson: I wonder if we could have a statement about passenger 

. traffic. 
Mr. Watton: You are speaking now of passenger revenue? 
Mr. NicHotson: Yes. 
Mr. VauGcHAN: I think we will come to that when we are presenting our 
budget. ) : 
Mr. NicHotson: I want to get what you estimate your revenue will be for 
the current year. 
«Mr. Vaueuan: I think our budget will show the estimated earnings ‘for 1946. 
a Mr. Mutcu: Was the biggest decrease in coach or better quality cars? 
: Mr. VAucHaNn: Chiefly coaches. 
;. The Acting CHAIRMAN: Any more questions on page 15? 
Mr. NicHouson: I want to get an answer about the estimate on passenger 
fm revenue. 
i Mr. Cooprr: The estimated revenue is $48,957,000, which is a decrease of 


4 24-9 per cent—25 per cent of a decrease estimated in 1946 as compared to 1945. 
a Mr. NicHotson: When did you arrive at that estimate? 

3 Mr. Coorrr: That estimate was dated December 3, 1945. 

: Mr. NicHotson: And as a result of your experience for the first quarter 
M, 


would that indicate that you are very close to your estimate? 
Mr. VaucHAN: That estimate was the result of a study made by our 


passenger traffic department, what they estimate our passenger earnings will 
be in the vear 1946. 


Mr. NicnHotson: You have returns for the Ace quarter of the year now. 
I was wondering if the results are close. 


; 
2 Mr. VaucHan: They are running pretty close to the estimate. 
q Mr. Grsson: Mr. Vaughan, I have been requested by Mr. Isnor, the member 


ae Se ee 
f ney A 


for Halifax, to ask you as to whether you have any knowledge of a statement 
having been made at the time of the expropriation of land, a matter which was 
before the Exchequer Court in 1914-15, to the effect that the movement of 
trains in the Halifax area would be done by electrification? If so, has this been 
carried out; if not, would it be carried out in the near future? 


Mr. VaucHan: I do not recall what that agreement provided for. Certainly, 
we have done nothing about the electrification of the line down there because 
we have not considered it necessary. There have been requests made to us to 
reduce the smoke nuisance, the alleged smoke nuisance, if possible in the city of 
Halifax. We do not think it is any greater there than in any other city. But 
as we get more of these diesel engines, some of them may be used in Halifax 
in switching service, which may improve the situation there. 
Mr. Mutrcu: Is not Nova Scotia a coal producing province? 


% Mr. VauGHAN: Yes, it is. On the one hand we are being urged to eliminate 
er the smoke nuisance by using oil burning locomotives while on the other hand 
_ we are being urged to use more Nova Scotia coal. 


Hon. Mr. Cuervrrer: Have you given any consideration to the cost of 
* electrification, Mr. Vaughan? 


* 


80 SESSIONAL COMMITTEE 
/ 
Mr. VauaHan: No, we have not. 


Mr. Jackman: Is the difficulty in connection with the electrification of 
lines, whether on main lines or at terminals, the cost of electrification or the 
cost of capital equipment and installation? 

Mr. VauGHAN: Both are involved. The cost of the equipment is very 
high, and in most cases the cost of the power itself is high; and the two combine 
to make a much higher cost than operation by coal. 


Mr. Jackman: I was just wondering in connection with the surplus of — 


power, particularly in the Montreal district—perhaps they will be getting 
Saguenay power down there and a much lower rate than obtained before the 
war—whether or not you are within a reasonable, practical distance of 
thinking about electrification in the Montreal area. — 


Mr. VauGHan: The cost is not yet down to a point to enable us to give 
it serious consideration. Our department of research and development has been 
going into it very carefully and are making a study of it with a view to 
ascertaining whether there are any points where it would be economical for us 
to use electricity instead of the present method. We have our passenger 
terminal in Montreal electrified, as you know, but in our freight terminals we 
use either diesel switchers or steam switchers. 


Mr. Watton: In connection with the situation at Halifax, the complaint 


with regard to the smoke nuisance was naturally at its worst when these heavy — 


movements from overseas were at their peak. We have had occasions when as 


many as thirty passenger trains left their straight away on the hour, every - 


thirty hours; and, leaving from the ocean terminal as they do and passing 
certain residential sections on a grade getting up out of Halifax, the smoke 
condition was at its worst. We do not think it will be that bad from now on. 
We have two diesel switch locomotives working in Halifax to mitigate the 
condition which has been complained of. I do not think it will be as bad from 
now on as it has been in the past. 


Mr. Gipson: Thank you very much. 
Mr. Hazen: In what cities do you use electrification? 


Mr. Watton: Just in Montreal, and also through the St. Clair tunnel 
between Sarnia and Port Huron. 


Mr. Hazen: Do you use diesel engines at many places? 


Mr. Watton: We have a certain number of diesels spread around at 


certain points. We have some additional ones on order for switching service’ 
e ve 


this year. It has been a gradual development. 7 
Mr. Hazen: In what cities do you use them for switching service? 


_Mr. Warton: We have some in Montreal, two in Halifax, somé in the 
United States terminals; and, as I said, we have additional ones coming forward 
this year. 


Mr. Ret: With regard to the use of fuel and coal on the western division, 
are you using coal crea the mines of Alberta and British Columbia out in that 
part of the country? | 


Mr. Watton: It is all western coal that is used in that part of the Pini. 


Mr. Gipson: With respect to telegraph lines I see you show what appears 
to be a tremendous profit, $7,500,000, and against that you have expense 
account amounting to $2,400,000; are those true figures? 


Mr. Cooper: On page 17, under the heading of transportation expenses, 


you will see the operating cost of telegraphs, $5,418,000. 
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Mr. Rem: A short time ago a question was asked about cost of materials, 
_ ties, and so on. I notice under the heading operating expenses, maintenance of 
_ way and structures, under roadway maintenance there is an increase; and then, 
further down, when you come to ties, and rails, there is a considerable decrease, 
how do you account for that? 
Mr. Vauguan: That would be because we have put in fewer ties than we 
did the previous year. We are gradually putting in creosoted ties on most of 
our system and those ties have a longer life than the ordinary green ties, and 
the more creosoted ties we get in, the fewer our renewals will be each year. 
Mr. Emmerson: Mr. Walton, referring back to Halifax, is it the poinion 
of the railroad that these two switch engines, diesel electric engines, will take 
care of the shunting? 
Mr. Watton: It was thought that these two would take care of the 
_ greater part of the shunting at Halifax ocean terminal and up toward Young 
avenue and in that vicinity which creates the greater part of the smoke 
nuisance. I do not think there is any great complaint from the Rockingham 
area or at Fairview. The climb up the hill out of the ocean terminal and this 
residential section was undoubtedly the cause of the complaint. 
4 Mr. Rem: What is the difference between right of way expenses and 
roadway maintenance? 
Mr. VaucHAN: That is an accounting classification. 
Mr. Watton: Are you speaking of the two separate items? 
Mr. Rem: Yes, the two separate items under operating expenses; roadway 
maintenance and, at the bottom, right of way expenses. 
Mr. Watton: That small item, or comparatively small item, of right of 
way expenses has to do with surveys and things of that nature whereas roadway 
maintenance, well over $8,000,000, is the ordinary work of maintenance of the 
track, bridges and so on. 
= Mr. Picarp: You have an item of $18,000,000 for track laying and sur- 
facing, yet we still have ties, rails, ballast and so on. Would that $18,000,000 
be just for labour? 
| Mr. Watton: That is labour. 
Mr. Picarp: That is just the labour of surfacing? 
Mr. Watton: Yes. The labour is the big part. 
Mr. Picarp: By far the biggest amount is just for the work? 
A Mr. Watton: That is right. 
3 Mr. NicHotson: With reference to this parlour and chair car item, it 
occurs to me that the revenue received from this class of operation is not very 
- great. Take the operation between Ottawa and Montreal, for example. The 
revenue for a chair is pretty small in comparison with what it costs to main- 
_ tain it. Have you any information as to how profitable this type of opera- 
tion is? 
‘a Mr. VaucHan: We do not think it is very profitable, but the chair car 
has been in use for a long time and there is a demand for it. 
; Mr. Nicuotson: Should not those who demand it pay a little more for the 
4 service than they do now? How many passengers do you carry in a chair car 
as compared with a coach? 
j Mr Watton: Roughly, the average car runs about 25 to 26 passengers, 
- and the coach would possibly have an average of 66 or something like that. 
Mr. NicHoutson: What is the chair fare from Ottawa to Montreal? 
Be The Actinc CHAIRMAN: 75 cents. 
_ Mr. Watton: Yes, 75 cents. 
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operation. 


Mr. Watton: No. The operation of a parlour car in itself is not very Vid 


profitable, but it is one of the advantages over the buses. “2a 


Mr. Jackman: And the T.C.A. 
The Acting CHAtRMAN: The public demand it. 


Hon Mr. Cuevrier: You could not increase it whether you wanted to or a 


not. The ceiling is still on. 
Mr. Nicuouson: Yes, I know. But even before the ceiling was put on, I 


think the fare was not high enough.- What representations could be made. to _ 


have this service cost what it is really worth? 


Mr. Warton: The first consideration would be whether a raise in the ua 


parlour car seat fare would drive traffic away not only from the parlour car 
but from a train, and those considerations are all taken into account pretty 
carefully in furnishing services of that type. 

Mr. Grsson: What would be the cost of pulling a car up from Montreal, 
say? I mean, what would the extra cost be? , | 

Mr. Watton: Of course, that is one of the things that is debatable. 


Mr. Grsson: I was wondering how much coal it would take, because that — 


must be the extra cost. 

Mr. Wauton: There is the wear and tear on the car, and the shopping 
Of It. 
Mr. Vaucuan: And the wear and tear on the tracks. 
Mr. Wauron: And the cost of the porter’s wages. 


running a freight train and a passenger train. 


your passengers. 

Mr. Nicnotson: How about the original cost of the car as compared with’ 
a passenger coach? 

Mr. VaucHan: A parlour car costs a little more money. 

Mr. Watton: But not a great deal. 

Mr. VaucuHan: Not a great deal, no. In the modern coach, seats are 
expensive. But our parlour car rates are in line with. the parlour car rates 


Mr. VaucHAN: We find it impossible to apportion the cost as between 


Mr. Nrcnotson: It would not appear that that would be a very profitable 4 


Mr. Murcu: Parlour car service eliminates a lot of wear and tear on 


~ 
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charged all over the continent; and that was considered, at the time they were | 


put into effect, about as much as we would be warranted in charging.. 
Mr. Resp: Are those cars under a patent? 
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Mr. Vaucuan: Not the parlour car, no. Most of the seats we buy in 


coaches are patented seats. 
The Acting CHAIRMAN: Will you turn now to page 16? 
Mr. Prcarp: Oh, no, not that fast, Mr. Chairman. 


Le. 


ey | 


Mr. Harkness: You have an item for insurance on page 15 under mainten- — 
ance of way and structures. I thought you carried all your insurance yourselves? — 


How about that? 
Mr. Cooper: On the Grand Trunk Western, which is one of our United 


States subsidiaries, we charge them an insurance premium. When I was speaking | 


before, I was speaking broadly of the system; but on the American line we do 
assess a premium charge against them for insurance. 
Mr. Harkness: Do you place that in an ordinary insurance company? 
Mr. Cooper: No. It is insured in our own account. SE 
Mr. Harkness: It is just charged up? 
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Mr. Copper: Yes. | 
Mr. Rem: May I just ask this question before you turn the page? I am 
speaking now for a minority group in this country, the non-smokers. In the 
early days in travelling across the country and travelling in trains, there used 
to be a smoking compartment for those who smoked. But as a non-smoker, 
I can tell you it is not pleasant nowadays, since the tobacco companies have 
- induced all the ladies to smoke, to sit there all day in a parlour car where 
you can hardly see the passengers across the way. I am wondering—and I am 
speaking for the minority who do not smoke, like myseli—whether a small 
compartment should not be provided for non-smokers. As I say, it is not very 
pleasant to sit in these parlour cars in the midst of all that smoke. 


Mr. Picarp: Why not have a compartment for the non-smokers? 

: Mr. Ret: I think some consideration should be given to the non-smokers. 
Mr. VaucHan: They are not supposed to smoke in the body of parlour cars. 
Mr. Rep: But they do so. 


Mr. VAuGHAN: It is imposing quite a problem on our conductors and train- 
men to prevent that. We do put signs up. Occasionally, if someone complains 
that he has a smoker next to him, to the conductor or to the porter, he will 
ask that person to cease smoking. But I am afraid if we threw out all those 
who smoked where they are not supposed to smoke, we would not have many 
passengers. | 

Mr. Rew: I am not suggesting that. I am suggesting that in the develop- 

_ ment of cars in the future, we go the other way and protect the non-smoker by 
giving him a small compartment by himself. 


Mr. VaucHaNn: A great many of our new coaches have a partitioned space 
at the back, right in the body of the car, for ayaa and we are hoping they 
will use it. 

Mr. Wauton: In our next lot of new coaches we propose to increase the 
amount of space where smoking is allowed, in the hope that it will help this 
situation. Also we will continue, instead of having a small room reached by 
a passage, to have simply a portion of the coach partitioned off so that you 
can see right through to the smoking portion, with seats just as comfortable 
as those in the rest of the car. 

Mr. Rei: In modern coaches they are taking that very point up, because 
in modern coaches for long distance travel they protect the non-smoker, I can 
tell you that when travelling a distance, and sitting there day after day as you 
do if you come from British Columbia, under the conditions I have described, 
for a non-smoker it is not very pleasant. 

The ActiInG CHAIRMAN: It is pretty hard for the conductor. 

Mr. Ret: Oh, yes. 


The Actinc Cuamrman: I have been in a chair when the conductor has 
come through and stopped people from smoking, but the minute the conductor 
went out they would start up again. 


% Mr. Murcu: So far as chairears are concerned, the practice is established by 
right that you can smoke in a chair car. You provide a multitude of ashtrays. 
_ In my experience in the last ten years, I have seen no restrictions on parlour cars. 


Mr. Wauton: That was in response to popular demand, contrary to the 
one expressed by Mr. Reid, that in view of air conditioning and the smoke 
_ getting away fairly well, the ban on smoking in parlour cars should be removed. 
We had 10 to 1 representations in that direction. 
a Mr. Mutou: Perhaps the minister could give Mr. Reid a pass on the 
 T.C.A. and that would solve the problem. 
| The Acting CHaAirMAN: Get Mr. Reid a good pipe, and I think it will 
be satisfy him. 
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Mr. Rew: I have nothing against the pipe. It is the cigarette. I am afraid 
the tobacco companies will induce the children to smoke next, and there will be 
nothing but the babies left. : 

Mr. Greson: I am rather curious to know if you are looking after your 


officials properly on the line, Mr. Vaughan? I am just wondering how many 


private cars the system has for the use of officials and how much was spent 
in renovating those cars last year. Have you a figure on that, Mr. Vaughan? 

Mr. Vaucuan: I do not think we have a figure. We can probably find that 
out. That all goes into our repairs to passenger equipment. 

Mr. Grsson: Have you any idea how many cars you have? You naturally 
give one to each of your superintendents. 

Mr. Vaucuan: Not to all of our superintendents. To the superintendent 
in an isolated territory, who has to be away from home a good deal or travel 
a particular course, we give a car of a kind. Some of them can hardly be 
dignified as private cars, in fact some of them are converted cabooses. We 
do not waste any money on private cars., I think if you compare the condition 
of the private cars of the officials with the condition of the private cars of the 
officials of some other railroads, you would see that we have not been extravagant 
in that regard. : 

Mr. Gipson: I am glad to hear that. 

Mr. Prcarp: How many private cars would there be on the C.N.R. for 
officials? 

Mr. Mutcu: Are you lumping work cars as private cars? 

Mr. Picarp: I am speaking of private cars, not work cars. 

Mr. VaucHan: We do not call them private cars; we call them business 
cars. 

Mr. Picarp: Let us say luxury business cars. I do not say they are so 
comfortable, because I have travelled in government ministers’ cars in the past, 
and often times I would go in the regular train because the lighting would be 
better in the regular coaches or the regular parlour cars than it was in the 
private car, because they were old cars that had probably been in use so long 
and every government one after the other—I mean, every new government— 
would hesitate about putting in the estimates the cost of a new car. So the 


ministerial cars are very poor. But on the other hand, I think there are only. 


5 of them in Ottawa at the disposal of 20 cabinet ministers; and they are 
not full time. How many would there be for the officials of the C.N.R.? 

Mr. Vaucuan: It would be easy to figure that out. Some of the superin- 
tendents—not all of them; about ten superintendents; all general managers 
have cars. In certain regions certain officials will share a car. For instance, 
the chief engineer and perhaps the chief mechanical officer will share a car. 
They all have not got individual cars. I think it must be 25 years since we 
bought a new private car. . 

Mr. Picarp: I know. It is the same thing with government cars; I mean, 
covernment private cars. 

Mr. VauGHAN: Yes. ; 

Mr. Prcarp: Would there be 100 on the whole system? 

Mr. VaucHAN: No. 

Mr. Wauron: I think probably the total would be about 60. That includes 
“a couple of government cars and includes everything down to the smallest car 
we have, outlying superintendents’ cars and so on. 

Mr. Picarp: You mean none has been bought in the last 25 years? 

Mr. VauGHAN: We have not bought a new private car for over 25 years. 

Mr. Gipson: I understand that a new steel car is worth about $80,000. 
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) Mr. VaucHan: A new private car today would cost a lot more than that. 
One of our new coaches will cost approximately $80,000, plus sales tax, yes. 
Mr. Hazen: How many elevators do you own? 
Mr. VaucHan: We operate two elevators, but we own a large elevator 
at Port Arthur which we lease; and at Portland, Maine, we have an elevator; 
also one at Transcona. 
Mr. Hazen: Do I understand you to say you own two? 
Mr. Watton: Five all told: one at Transcona, one at Fort William, one at 
Saint John, New Brunswick, one at Portland, Maine and one at Tiffin, which 
is near Midland, Ontario. 
Mr. Hazen: The Saint John elevator does not come under the Board of 
Harbour Commissioners? 
Mr. VaugHan: No, sir. 
Mr. Hazen: Do all these elevators pay, or did they pay last year? 
Mr. Cooper: As regards the one at Saint John, the net result was a loss of 
$31,000; for the one at Portland there was a loss of $126,000; for the one at 
Tiffin there was a profit of $257,000, making a net profit for the three elevators 
which we operate of $99,000. 
Mr. Hazen: What about the other two elevators? 
Mr. Cooper: They are leased. 
Mr. Hazen: You lease them? 
Mr. Cooprr: Yes. 
Mr. Hazen: You get a rental for them? 
Mr. Cooper: Yes. 
Mr. Hazen: Who do you rent them to? 
Mr. Cooper: One is the Saskatchewan pool. 
Mr. Watton: The Saskatchewan pool, and the Dominion Malting at 
Transcona. In connection with the three on which Mr. Cooper gave you the 
figures, of course there is a traffic advantage in having an elevator so that the 
grain moving over our line is taken care of. It is the Dominion Malting 
Company at Transcona, at an annual rental of $12,900; and the one I spoke 
of at Port Arthur, an annual rental of $153,800. 

Mr. Nicuouson: Is there any reason why the revenue should be down last 
year as compared to 1944? 


Mr. Watton: That would be due to the RUchieton in the grain handled. 
It will vary from year to year. 

Mr. Picarp: While we are on the subject of expenses, I would like to say 
a word of two about stations because I am very much interested in stations. In 
fact, I know that the acting chairman expects me to speak on the subject. 

In October, 1945, I brought to the attention of the committee three cases 
of discomfort at stations in my own district, and I was told to bring those cases 
to the attention of the local superintendent. I did so, but I am still of the same 
opinion and again I want to bring forward the grievances of some of my own 

/ people. 
The Acting CHarrMAN: Are these the same ones? 


Mr. Picarp: They are the same ones that I spoke about last fall. -At one 
particular station there are no tovlet facilities and, during the previous winter, 
they had quite a hard time about it when trains would be as late as six or seven 
hours, as occurred at one point on the old Intercolonial road between Riviére- 
du-Loup and Québec. 
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My representations last fall did not bring about any betterment; so this year _ 
I have representations signed by some 35 people who sat in a station waiting for — 
a train which was supposed to arrive there at half past eight in the morning but — 
in fact did not arrive until five o’clock in the afternoon. At one time there were 
75 to 100 people waiting in that station, and I have a statement here signed by 
30 of those people. 

People read in the papers about there being $24,000,000 profit for the 
Canadian National Railways ‘this year, and those people wonder why i improve-— | 
ments cannot be made out of such an amount of profit. Here is a particular — 4 
place where temperatures run below zero for quite a long time and where the — 
existing toilet facilities are located about 400 feet away from the station. Now — 
you have a situation where there are 100 people stuck there for the whole day, — 
including children, girls, and so on, yet I receive an official answer; we will see i 
what we can do. , | 

Mr. VaucHan: That, would be a most unusual condition. We had the 
revenue checked up at all those stations and it was found that the number of 
people travelling, generally, was very small; and it was also found that there 
are no sewage facilities near those places. ‘ 

Mr. Picarp: But the neighbouring farmer has private facilities and his 
house is right next to the station. He had facilities installed himself and the — 
whole installation would not amount to more than $300. One of the stations is 
on the Halifax to Montreal line, and I do not think it makes sense. That — 
particular point served about five villages. We are told that consideration will be — 
les yet nothing is done. The answer is a dramatic one, a nice smile and that — 
18 All. ¥ 

Mr. Watton: We have made some progress in installing toilets at stations ; 
at intermediate points where there are sewer and water available. But where : 
such facilities are not available, it. means the installation of a septic tank, an 
electric pump and arrangements for water to be drawn from a well; and in : 
addition to that, it has been found, upon more than one occasion, that those 
arrangements, where there is not a proper sewage system, are unsanitary. We 
have purposely gone slowly in respect to those installations where sewer and 
water are not available. On the other hand, St. Francois may have some unusual 
condition with respect to the number of passengers. 

Mr. Picarp: Especially the weather conditions. 

Mr. Wauron: That is true, but that also applies to the greater part of 
Canada in winter time. But as I say, in general, we have been hesitant in 
making such installations where sewers and water are not available. 

Mr. Picarp: There is a small group of buildings around there and they all 
have tanks and wells. In fact, I had a summer home at Cacouna, and there was 
no sewer there; but we installed the necessary facilities. These people have to 
suffer throughout the winter and they cannot find justification in your adding 
great comfort for the benefit of some classes who use the railways, in the way 
of pullman cars and so on, when a sum of $300 would’ add so much to thes 3 
comfort. 4 

Mr. VauGHAN: I think the average cost would run to something like $1,200 
to $1,500. ‘a 

Mr. Picarp: But my installation at Cacouna did not cost me that much, ate 
my summer place. The farmer next door to the station could not afford to pay 
that much. Those are people of small means. 


Mr. VauGHAN: What were the other two stations? 


Mr. Picarp: The other ones were not in connection with sewage. The station a 
BY a Charles, there it is a question of heating. ’ a 
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At the moment the station at St. Charles is heated by two huge stoves that 


~ eonsume a large amount of coal, yet, at the same time there is a central heating 


system in the station, a furnace installed by the station-master at his own expense 
or, rather, the station-master who was there before the present one. The 
necessary installation there would involve not more than say 100 feet of pipe. 
It would bring about a substantial reduction in the cost of coal and it would 
mean a great deal of comfort to the passengers because, as you have it now, 
there are two rooms, one for men and one for ladies, at either end of the 
station, in each of which there is a huge stove which is kept red hot, while 
in the centre, in the office where the station-master and the telegraph operator 


ere, they are freezing. In other words, at both extreme ends of the building 


the stoves make it very hot, while in the centre, in the office, they are freezing. 

in the same building there is a furnace. It would require merely the laying 
of pipes to heat the whole building, and the cost would be less in the way of 
coal than the cost of installation of the pipes. But there is apparently a 
principle of the company: that it must not heat the residences of the station- 
masters. To connect up these pipes would prevent them from separating one 
from the other, yet it would cost less to heat the whole building including the 
station-master’s house than it cost just for the two public rooms with attendant 
discomfort to everybody. : 

Mr. VaucHan: Have you written to us about them? 

Mr. Picarp: Yes, I wrote twice, but I did not write a third time about 
the heat. 

Now in connection with Ste. Francoise, I received long letters, and I was 
told that my last letter would be submitted to Mr. Walton’s attention, but it 
has been a long time now. 

Mr. VaucHan: These matters are referred back to the officers in charge 
of that particular section of the line; and the answer that usually comes back 


-is that: after investigation was made the matter was considered to be unneces- 


sary. That is the usual procedure. 

Mr. Prcarp: Would it not be rather due to the fact that these superin- 
tendents want to show that their portion of the line makes good profits and 
they want to keep down expenses. Here is a situation where any disinterested 
investigator could well verify the facts. The hours of delay of the trains would 
be very easy to find out; the temperature and the weather 1s easy to find out. 
The first petition was sent in about five years ago; but I took charge of the 
‘matter only about two years ago, and since then I have received only nice 
letters and smiles. : 

Hon. Mr. Curvrier: Do not give up hope, Mr. Picard. 


Mr. Picarp: And there is another point: at St. Damien on the trans- 
continental railway, the station-master installed an electric system for his own 
home. The previous station-master wanted to have an easy life and he extended 
the wires out to the station platform and put in three lights and paid for it out 
of his own pocket because he did not want to slip on the ice. But the next 
station-master who came along cut off the wires and the lights. He did not 
eare to light the station platform at his own expense. At that point you have. 
‘several institutions. There is a hospital for aged men, and there is a school 
for about 300 or 400 pupils, and there is also the main branch of an order 
of nuns. 

In connection with the order of nuns, there are a number of old, retired 
ladies who travel from one place in Canada to another and it may be that 
they have to use the platform there in the winter time, sometimes in the middle 


of the night should the trains be later than scheduled, and they have to suffer 


ereat discomfort on the station platform; yet the electricity is only about 12 


feet away. The railway says it would cost too much to put in electricity on 
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that platform, yet the electricity is in the home of the station-master and “A 
could be installed at very little cost. That is important, but my main point — 
concerns Ste. Francoise because conditions there are not sanitary. In fact, I | 


think the Board of Health for the province of Quebec might well go there and 
report that the conditions are unbearable. 


Mr. Mutcu: Have you emphasized that fact in your reports? 


Mr. VaucHan: I do think you are mistaken, however, when you suggest 
that the superintendent might not recommend these things because they would 


be charged to their districts. In fact, these expenditures would be capital — 


expenditures. 


Mr. Picarp: Yes; I do not think they would add very much to the capital 
structure of the company, to add these things. ; 

Mr. Hazen: Might I direct the attention of the president of the road to 
the conditions of the station at Hillsboro, in New Brunswick. The station there 
was destroyed by fire and, at the present time, they have a very make-shift 
kind of affair which is not satisfactory to the people in that community. Hills- 
boro is the largest community in the county of Albert. The Canadian Gypsum 


Company has a large plant there and it is quite a prosperous community, but _ 


I believe it is, at the present time, without an adequate station. I hope the 
president of the road will be good enough to endeavour to improve it. | 


Mr. VaucHan: We will endeavour to improve it, Mr. Hazen. 


The AcTInG CHAIRMAN: I notice that it is one o’clock now. We have spent 
a day and a half on this report and I wonder if it could not be adopted? 


Mr. Pricarp: I have something in mind, Mr. Chairman; I do not want to 
ask to spend many many days on this report; yet, on the other hand, we have 
the argument of the officers of the company, that they are anxious to get back 
home. I do think they can give us a few days. After all, they are managing 
public property. 

Hon. Mr. Curvrier: There is no question of the officers not wanting to stay 
here for two weeks if necessary. They can stay for three weeks if required, 
but they have business duties and they should be getting along. The only sug- 
gestion that the chairman had in mind was: that perhaps we might pass this 


first report and, if there were any questions, later on we could come back to it. 


But, if there is any objection— 

Mr. JAckKMAN: No, no. May I ask when we expect to get T.C.A. Will it 
be this week or next week? 

Hon. Mr. Cuervrter: That will depend upon the progress we make with 
this report. If we do not make any progress this week, we certainly won’t get 
to T.C.A. I hoped that we would finish with the officials of the Canadian 
National Railways before entering upon the session of T.C.A. 


Mr. JAcKMAN: I wondered if Mr. Symington would come on Monday or | 


Tuesday? 


Hon. Mr. Cuevrier: I think Mr. Symington would be delighted to come 
on Friday. 


Mr. Picarp: If we could finish with this report, ‘say, tomorrow, then we 


could take T.C.A. next week. 
Hon. Mr. Curvrigr: Yes, I think so. 
Mr. Picarp: ‘Then we would finish entirely with this report this week. 


Mr. VaucHAN: You still have Canadian National West Indies Steamships, 
but it should not take very long. We spent quite a long time on this report. this 
morning, on the balance sheets, because we thought it would be very interesting 
to this committee. 
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Hon. Mr. Cuevrerer: There remain a number of other items to be taken 


Mr. NicHotson: But if we meet twice tomorrow, we should be able to 
finish up Canadian National business. 


Hon. Mr. Cueveter: Would it be the intention of the committee to deal 
with the T.C.A. on Friday? 


Mr. Picarp: No, rather next week. 

Hon. Mr. Cuevrrer: But next week there will be an international conven- 
tion meeting in Montreal and Mr. Symington will have to go there. 

Mr. Picarp: We might.as well postpone it. 

The Actina CHarrMan: We will now adjourn until 4.00 p.m. 


The committee adjourned at 1.00 p.m. to meet again today at 4.00 p.m. 


The committee, resumed at 4 o’clock p.m. 
The Acting. CHarirRMAN: Page 16. 


Mr. JacKMAN: We were finishing page 15. There is’ an item there of 
$2,500,000 for deferred maintenance in 1945 as compared with $6,500,000 in 1944. 
I see at the same time that there is no substantial increase in operating expenses 
for such things as roadway maintenance. There is a slight amount there, $140,000 
only. Bridges and trestles are down $600,000. Ties are down and rails are 
down. I was wondering if the management would explam why it is with 
apparently less repairs and renewal work done during 1945, presumably because 
you could not. get the men or materials, you did not see fit to set up as much 
deferred maintenance in that year as in the previous vear. 

Mr. Cooper: In analyzing the amounts for the two years you would have to 
take into account that in 1943 there was considerable back time charged into the 
accounts, and the price of materials increased and wage rates have increased. 
If you make allowance for all those things you will find that although the gross 
expenditure is less in 1945. than in 1944 there was an actual increase in the 
amount provided for maintenance and on that basis it seems reasonable that we 
should not make as large a provision for deferred maintenance as we did in the 


_ previous year. 


Mr. Jackman: I do not quite understand the item of back pay from 1944 
coming into 1945, but we will leave that aside for the moment and if you wish 
you can explain it later. That will be satisfactory. Assuming the reserve set 
aside was reasonable in 1944 the price of materials and wages were up during 


- the year which would seem to me to prove my point, if you like, rather than your 


answer to it, because you have not spent as much: during the 1944 operating year 
and yet you have reserved less for deferred maintenance than you did during 
the previous year. You did less work maintaining or repairing property and yet 
you reserved less money. 

Mr. Coorrr: Taking the back time, if we had in 1944 an amount charged | 
in there that related to 1943— 

Mr. JackMAN: I do not quite understand the back time. 

Mr. Coorer: In 1944 certain wage awards were granted which were made 
retroactive into 1943. They extended back to March, 1943. 

Mr. Jackman: You are suggesting that the 1944 accounts were upped 
without any reflection of more work being done. 

Mr. Cooper: Absolutely. 

Mr. Jackman: So that the 1944 amount bore a truer physical relationship 


than appears on the face? 
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Mr. Cooprr: Yes. That is one item. 

Mr. JAckMAN: Does that amount to millions of dollars? 

Mr. Cooprer: Yes, $5,400,000. pins 

Mr. JAcKMAN: That is the amount of back pay you had to charge to 1944 
earnings in relation to 1943 work? 


Mr. Cooper: That is right. That is not all maintenance of way, but that | 


was the amount. Then in addition, of course, we have $6,500,000 against 
$2,500,000 for deferred maintenance. Those two items should be extracted from 
both years before you make the comparison. \ 

Mr. JAcKMAN: Those are the two items I am speaking about. 

_Mr. Coorrr: Yes, but they should be extracted before you make the com- 
parison. 
Mr. JAcKMAN: They are a part of the comparison. How do you mean? 


Mr. Cooper: I mean you should deduct them from the total of the expenses 
for the two years in arriving at the actual expenses for the two years. 

Mr. Watton: I think what Mr. Cooper is saying in effect is that all the 
other items in this list represent service performed whereas these two do not, and 
therefore to get the comparison if you are looking at it on the basis of work 
done and material consumed you would take both those items out of both years. 

Mr. JAcKMAN: Having done that, in a cursory way all I see on the public 
accounts is that you spent less money in maintaining the system than in 1944. 


Mr. Cooper: Well, we think we spent more. We say we spent more. We ~ 


have computed we spent in 1945 $2,090,000 more on actual maintenance of way 
than-we did in 1944. 

Mr. Jackman: Largely accounted for by the back pay? 

Mr. Coorrr: No, actual work performed in 1945 as compared with 1944. 
We say we spent more on maintenance in 1945 than in 1944 to the extent of 
$2,090,000. 

Mr. JAckMAN: That does not appear obvious from the operating expenses. 

Mr. Cooper: No, it is not obvious because, as I say, you must make the 
analysis. You must deduct, for example, this item of back pay. You must 
deduct the item of deferred maintenance. You must deduct the item of 


amortization of defence projects, and things of that sort. If you do that you ~ 


will find that the actual maintenance expenses in 1945 exceeded those of 1944, 
and therefore it seems logical that the provision for deferred maintenance should 
be less in 1945 than it was in 1944. " 

The Actina CHarrmMan: Are you ready for page 16 now? 

Mr. JAcKMAN: Of course, I would expect that item of back pay and some 
of those other things you have mentioned to apply more or less equally through- 
out all items, but take roadway maintenance. It is $8,705,847 in 1945 as against 
$8,660,168 in 1944, not very much difference. 


Mr. Cooper: No, but if you remember in the $8,660,168 you have a certain 
amount of back time for 1943. . 


gor Vite JACKMAN: I am assuming that, but I am also assuming the same condi- 
tion of back time to apply to other items. Take the item of rails. 

Mr. Cooper: There is no back time in rails. That is material. There is no 
back time there. There is no back time in ties. 


. Mr. Warton: That is the purchase of the rails, not any labour in laying 
them. 
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Mr. Jackman: All right. We went over page 14 before I had a chance to 
ask all the questions that I wanted. Under the heading of capital stock of the 
Canadian National Railways Securities Trust you have got capital gains there 
of $19,000,000. How do they arrive? 

Mr. Cooprrr: Chiefly in respect of the repatriation of the British securities. 
We bought them in at the market price which was lower than the par value. 

Mr. Jackman: You had capital losses of $2,125,000 during the year, and 
I see that has an asterisk. How does that arise? I see it is set out down 
below that it is the loss on the abandonment of a line and the loss applicable 
prior to 1940 on retirement of. rolling stock equipment, $957,000. How much 
oe rolling stock might there be a loss on applicable to the period prior to 
1940? 

Mr. Coorrr: Oh, a very considerable amount. 

Mr. Jackman: I wonder if you would explain to the committee just how 
this item arises. It seems a little foreign to us. 

Mr. Cooprr: It all stems out of the war. Prior to the war, as you know, 
we were on what we called the retirement accounting basis with respect to 
rolling stock. As equipment was worn out in service or was destroyed it was 
retired in the accounts. It was written out of the investment account and the 
loss was charged to operating expenses. 

Mr. JackMaAN: For that year? 

Mr. Coorer: For that year. That was the basis on which we made our 
accounting prior to 1940. When the war broke out it very soon became evident 
that we would not be making the normal retirements of rolling stock. Every 
unit of rolling stock that had any service in it would have to be kept going 
and the retirements of rolling stock were going to be held down to an absolute 
minimum. We then considered that if we continued our retirement accounting 
policy that the charges to operating expenses for the retirement of rolling stock 
would be sub-normal. ‘Therefore we decided to move over to depreciation 
accounting. 

Then we were confronted additionally by the fact that the use of rolling 
stock under war conditions was going to be very steeply accelerated. We have 
moved at least twice as much business in the war period as we did prior to the 
war period. The use of equipment was therefore very much greater, and the 
acceleration of obsolescence was increased. Therefore we decided that in addition 
to the ordinary rates for depreciation we would make some additional charges 
for depreciation, and in addition to the ordinary rates we charged into our 
accounting additional amounts representing what we thought was the accelerated 
depreciation which was taking place. Our charges for depreciation in the war 
period increased up to a figure something like $19,000,000 or $20,000,000 a year. 

Under those conditions where we were making very substantial charges: to 
expenses, building up a reserve in a very rapid way, and making almost no 
retirements of equipment, we felt that we could take care of any retirements 
which did take place through the depreciation reserve. Now we have come to 
the end of the war. We have, as the report says, reconsidered our depreciation 
allowances. We have established a depreciation rate equal to that of the class 
one roads of the United States, and we feel that the charge to the depreciation 
reserve of retirement losses also should be reconsidered. 

We commenced to set up in 1940 a reserve for depreciation which has 
accrued since 1940. We did not set up and we have no reserve with respect to 
the depreciation accrued prior to 1940. All equipment which we had in service 
at that date had a certain amount of accrued depreciation attached to it. We 
considered it would be incorrect to charge that prior accrued depreciation to a 


reserve established to provide for depreciation which accrued subsequent to 1940, 
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and under ordinary company accounting that prior depreciation would be charged 
not to current operating expenses and not to depreciation reserve but to profit 
and loss. | {i 

Mr. JAcKMAN: Let me follow that carefully. You say under ordinary — 
company accounting you would not charge depreciation on the pre-1940 property — 
to operating account? i 

Mr. Cooper: No, otherwise you would have a double charge in your current 
year’s accounts. Our depreciation charge in 1945 measures the true depreciation — 
which is chargeable to 1945 operations. j 
Mr. JACKMAN: But at 1940 you had a lot of accrued depreciation, and you 
have no place to write it off the accounts except to create a loss; is that it? 
Mr. Cooper: Except to charge it to surplus account or profit and loss account 
or in our case.to proprietor’s equity. : 
Mr. JAcKMAN: T’o lessen the proprietor’s equity in addition to the deficit, 
if there was a deficit. In that one year vou wrote off $957,000; 1s that right? ~~ 
Mr. Cooper: Yes. ; ay 

Mr. JACKMAN: To that account? 

Mr. Cooper: Yes. 

Mr. JAckKMAN: How much do you expect to have to write off in regard to all 
the equipment which had depreciation on it prior to 1940 for which you have 
no reserve? 

_ Mr. Cooper: That is a difficult question to answer, When we have built up 
this reserve to a level at which we feel it can absorb all retirement charges. 

Mr. JACKMAN: You mean the current depreciation reserve? 

Mr. Cooper: Yes. 

Take the American railways, they have been depreciating since back in 1907 
and to-day they have a very substantial depreciation reserve, one which possibly 
represents fifty per cent of the value of the equipment they have. Our 
depreciation reserve in line with the value of the equipment is small, we have 
only been on depreciation accounting the past five years. When we feel that 
the depreciation reserve is sufficiently high to take care of our retirement problem, 
we shall charge all equipment retirements against that account. When that will 
occur, I do not know exactly. 

Mr. JAcKMAN: But on the basis of the losses which you have had to face, 
and which you will have to face over the coming years, would it not be an 
approximate figure to take the total value of rolling stock now? And, as you 
say, the rule of thumb might be that fifty per cent would be depreciated—you 
mentioned that figure. 


Mr. Cooper: No, I said that was in respect to the lines in the United States. 


Mr. JAcKMAN: What I am suggesting is that if the equipment cost a hundred. 
dollars it would be half worn out—some of it entirely worn out and some of it 
brand new—would that be a fair statement of the condition of the equipment in 
relation to its cost? | 


Mr. Cooper: No, I didn’t quite mean that. I meant that if you had been 
on a depreciation basis long enough you might find that your reserve was equal, 
to about fifty per cent of the value of the equipment itself. But if, as in our 
case, a considerable amount of equipment has been bought in recent years the 
situation would be different. It would depend on the life of the equipment. 


Mr. JackMAN: What I am endeavouring to arrive at is, how large would 
losses amount to over the years before you have your present reserve built 
up through yearly additions so you could get away from this type of accounting 7 
and charge everything to depreciation reserve? 3 
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Mr. Coorer: We have not made that computation. 
Mr. JACKMAN: Would that be fifty million or a hundred million dollars? 


Mr. Cooper: I would not like to guess. In this committee last year you 
asked for a statement with respect to our depreciation accounting policy. We 
gave it to you and it is in the minutes of this committee. On this very subject 
we said that we intended to charge the loss prior to 1940 into the proprietors’ 
equity account. 

Mr. JaAckMAN: I am talking now about the extent to which it might go. 
I have no means of guessing, and I think we should be informed as to whether 
it might be fifty million or a hundred million, on all your equipment prior 
to 1940. 

Mr. Cooprr: If you will be satisfied with a rough guess, I would put it at 
$100,000,000. 

Mr. JAcKMAN: $100,000,000 of a loss? 

Mr. Cooprr: No, on the depreciation prior to 1940. 

Mr. JAcKMAN: But you have no means of knowing when you might 
transfer to the method of current depreciation, you would have to build up your 
reserve to cover that? 

Mr. Cooprr: That is so. 

Mr, Jackman: And that $100,000,000 more or less would be a direct charge 
to proprietors’ equity account? 

Mr. Coorer: That’ is so. I might mention too that the Canadian Pacific 
having the same kind of a situation, dealt with it by taking a lump sum, if I 
remember rightly it was $20,000,000 in 1948, which they charged to’ surplus 
account and credited to depreciation reserve; and in addition to that they 
took a figure, as I remember it in 1940, of something like $48,000,000 which 
they charged to investment account and credited depreciation reserve; and in 
that method they increased their depreciation reserve by between sixty: and 
seventy million dollars. We have not done anything of that sort. 

Mr. JaAcKMAN: But they were justified in doing that. As I recall the 
conversations a year ago in this committee, when they had a locomotive which 
cost. $25,000 and it was replaced by one which cost $100,000, the new locomotive 
would stand in the books at $25,000, and $75,000 additional would be charged 
to capital expense for the year. 


Mr. Cooprer: No, not at all. 
Mr. JAckKMAN: And the purpose of this reserve was to cover these items, 


when they had assets which had a limited value it would fall into this reserve 
until they built up a depreciation account which could meet current demands. 


Mr. Cooper: You are speaking | of the justification of the method followed 
by them? 


Mr. JAckMAN: Do they do something that is not sound accounting? 
Mr. Gipson: They pay income tax on it, 


Mr. Jackman: And that is sound: accounting. Why should the C.N.R. 
not do likewise, instead of allowing these deficits which are charged to operating 
each year? 


Mr. Cooper: I am afraid that is a question that I am not in a position 
to answer. 


Mr. Jackman: After all, the C.P.R. accounts are audited by an equally 
reputable firm of auditors, and they all seem to pass muster. If you have the 
same conditions as they do, why could you not set up a reserve for depreciation 
similar to what they have? 
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Mr. Coorer: Well, I am sure of one thing, Mr. Jackman; that if we had : 
come here with a charge to investment account of X dollars, and a credit to — 


depreciation reserve account of X dollars, we should have been very closely — 


questioned about it. 

Mr. Jackman: I do not think the members of this committee are any more 
careful of the accounts than are the shareholders of the C.P.R. with respect to 
C.P.R. accounts. I have not seen anything raised on that item. However, the © 
answer to it is that we are going to be faced with a yearly deficit, a loss of 
rolling stock equipment, which may in the aggregate amount to $100,000,000. 

Mr. Cooprer: No, I do not say that, Mr. Chairman; I said, when our reserve 
in our judgment is sufficient to absorb these proper charges we will discontinue 
charging against our proprietors’ equity account. 

Mr. JACKMAN: You can only build up that depreciation reserve by over 
depreciating currently and have it accumulate. 

Mr. Coorrr: I do not think that a charge of three and a third per cent 
for the reserve fund is disproportionate. | 

The Actinc CHAIRMAN: Gentlemen, this has been going on for half an 
hour as an examination by one member of the committee. Do you not think 
that the other members of the committee should have a chance to ask questions? 


Mr. Mutcu: I am inclined to question whether there is any point in all 
this discussion. I have been very silent, for me, for the last two or three days. 
There is a point in connection with these things, and as the chairman has raised 
it, I intend to speak to it. It is not very interesting to sit and listen to one man 
discussing a subject hour after hour. When it touches on the auditing of the 
accounts, I think it is important, but when it gets into the realm of crystal 
gazing, as is being done now, I think it is an imposition on the members of the 
committee. I wasn’t going to raise the point, but the chairman did. I look upon 
this committee as a committee examining the accounts, as being here for the 
purpose of asking questions and getting an explanation of the audit of the 
accounts. I do not take that to mean that we are free to go through all the 
ramifications of railroading and auditing accounts of railroads all over the 
country. I for one think it is being over-done. 

Mr. JAcKMAN: I disagree with that view, Mr. Chairman, I should like to 
have my question answered. Mr. Cooper, I asked you a question and you were 
answering, very kindly. I wonder if you would let me have the rest of the 
answer? 

Mr. Coorrr: I don’t think I remember it. 

Mr. JACKMAN: You were giving an answer in considerable detail which I 
was endeavouring to digest. The question was in regard to what the amount 
of the reserve would be. I suggested that eventually you would be faced with a 
loss of $100,000,000 more or less on capital equipment and rolling stock equip- 
ment in the service prior to 1940, and you said that would not be the case 
because three and a third per cent rate of depreciation would build up a fund 
sufficient to obviate taking an actual loss on those retirals and the retirements 
could be made directly to the depreciation account; and I said eventually we 
will have over $100,000,000 loss. You explained to me that we would not. I 
have given you back your answer as far as you gave it to me when you were 
interrupted by the chairman at one point. Perhaps you will finish. 

Mr. Cooper: If you will accept a suggestion, I would say that ten years 
from now our depreciation reserve should be sufficiently high to absorb those 
items. - 

Mr. JACKMAN: In other words, now you are taking these losses and charging 
them directly to capitl account, whereas in future you hope you will have built 
up a reserve which will enable you to charge them directly to depreciation 
account. . 
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. Mr. Cooprrr: | Yes, that is correct. 

The Acting CHAIRMAN: Are you ready for page 16 now? The members 
might ask questions on this page? Are there any questions to be answered about 
it? 

Mr. NicHotson: What. policy is followed in providing for injuries sus- 
tained by persons in your employ, do you make compensation in different cases? 

Mr. Cooper: Yes. The measure of compensation to employees injured 
on duty would be covered by the Provincial Workmen’s Compensation Act. 

Mr. Nicuonson: You have no separate fund of your own out of which you 
take care of injuries to persons in your employ? Have you any special fund, 
do you pay a certain percentage into that fund? ° 

Mr. Cooper: We charge that directly to our expenses. 

_ Mr. Nicuotson: How about payments to the Provincial Workmen’s Com- 
pensation fund in the various provinces. Do you make payments to those 


: \ 
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funds? 
Mr. Cooprr: There are payments which are based on the payroll in the 
cease of some of the provinces, they assess us three per cent of our payroll. 


Mr. Jackman: You have no alternative there. 
Mr. Coorer: That payment will be charged to our operating expense. 


Mr. Nicuorson: And if the employee loses an arm, let us say in Sas- 
katchewan, the basis of compensation would be that fixed under the Workmen's 
Compensation Act in Saskatchewan? 


Mr. Cooprr: Definitely. 
. The Actrnc CuatrMan: Any questions on page 16? 


Mr. Moore: Just before you go on to that, Mr. Chairman, I have a 
question to ask in reference to the Hudson Bay railway. There are three 
divisions on that road between The Pas and Churchill, two of them are 
exceedingly long, and I understand there is only one train a week up to that 

part of the country and that train does a lot of switching as well as ordinary 

work at the different stops or stations along the line, with the result that it is 

a particularly long day for the crew. I understand that the crews have asked 
the railway company to consider placing automatic stokers on the engines used 
_. on those lines. Could we have some information on that? 


Mr. Wauton: Nothing has reached me on that. Our ordinary practice in 
regard to the application of automatic stokers on locomotives is, that the larger 
__ locomotives are so equipped but not the smaller locomotives. If I remember 
right, we are using, or will be using on the Hudson Bay Railway locomotives 
of approximately 40,000 pounds tractive effort, and these ordinarily are not 
equipped with stokers. As to whether in the case of which you speak some 
special arrangement would be warranted there I could not say at the moment, 
_ I would have to look into it. It is true those subdivisions are long, and also 
_ they have very severe winter weather to contend with. It may be that some 
special arrangement should be made but I would want to look into it before 
saying definitely. | 
Mr. Picarp: There is one thing I would like to ask you about: do you 
still have investments in Europe, do you still have buildings over there? 


Mr. VaucHan: We own our office in London, England, and we own the 
building in Paris. 
y Mr. Prcarp: Were they damaged to any considerable extent during the war? 


Mr. VaueHan: Our building in London suffered to the extent that some 
- bombs dropped near it and broke the windows, otherwise the building was not 
greatly affected. 
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Mr. Picarp: I was wondering if you had any other assets in Europe besides 
those two, buildings. 

Mr. VAuGHAN: Those are the only two. : 

Mr. Picarp: Your other offices which you operated before the war were 
in leased buildings? 

Mr. VAUGHAN: Yes, rented. 


Mr. Nicuoison: There is one other item there to which I would like to 
direct a question. I see under traffic, in connection with colonization, agriculture 
and natural resources, you have an amount of $202,627. Do we have any 
corresponding item showing the revenue from operations of that kind? 

Mr. Vaucuan: I do not think you will see any compensating item. We 
have a substantial department engaged in immigration work and colonization 
work, and in agricultural work of all kinds. They have offices in different parts 
of the country. We have offices in London, England. These people are engaged 
generally in doing work which produces traffie for the railway. 

Mr. NicHoitson: How about your lands department; how much land is 
owned by the railway? 

Mr. VaucHan: Have you got a statement of land unsold? I do not 
remember what it is; it would be a few hundred thousand acres; I do not 
remember the figures. We have not got a great deal of land left. 


Mr. NicHotson: Would there not be some item showing the revenue 


produced by that land? 

Mr. VaucHANn: It all comes into the general accounts. If it would ~be 
of advantage to you we would be glad to give you a statement showing the 
amount of land sold at the end of the year, the average price and the acreage. 

Mr. Cooper: The income derived from land during 1945 was $498,000, 


land sales have been very good and the collections under land contracts have 
been good. 


Mr. VaucHan: We will give you a statement to that effect. 

Mr. Nicuouson: Thank you. 

Mr. Picarp: What about the state of the Paris building during the war as 
far as Income was concerned? 

Mr, VaucHAN: We were rather fortunate in that respect, Mr. Picard. You 
know we have a French company and our man in charge there was a Swiss. 

Mr. Picarp: Is that company operating? It is not a wholly owned 
subsidiary company of your ¢éompany? 


Mr. VAucHAN: No. We have the hotel leased to the Hotel Scribe. When 
the Germans moved in, I think they made Hotel Scribe the headquarters of 
their Gestapo operations. Mr. Regamey was able to collect rental from the 
Germans during the war because he was a Swiss. In fact, he invested some 
of the rentals derived from the Germans, and, made some more money. 

Mr. Picarp: I know the man personally. He is a very good man. But, I 
wondered if the Germans paid rental during their occupation? 


Mr, VauGHAN: From 1940 to 1945 we collected 8,500,000 franes, the 
equivalent to $80,058. 


Mr. Prcarp: And you collected even from the Germans, while they 
occupied it? : 


Mr. VauGHAN: Yes. 
The Actinc CuHarrMan: Are there any questions on page 17? 
Mr. Mutcu: Where is that guy now, we need him. 
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Mr. Picarp: I don’t want to embarrass the officers of the Canadian National 


Railway Company, but would it be in order for them to give us a list of their 


officials together with their salaries? The other day I received a report from 
General Motors in which they listed all their people. 

Mr. Vaueuan: They list their men over $100,000. We would be glad 
to do that too. ating 

Mr. Picarp: No, no, they have got men down as low as $15,000 or $20,000. 
That report is sent to all shareholders regardless of the number of shares they 
own in the company. I wonder if this company, since it is a company which is 
owned and cperated by the Dominion of Canada and operated with Canadian 
money could not supply such a list. I am sure that our officers are not paid 
comparably to the officers of American companies, nevertheless I think it would 
be interesting, although I do not want to embarrass you. 

Mr. Vaucuan: It has never been done, Mr. Picard, and I do not think it 
would be fair to our officers to do it. 

Mr. Picarp: Why not? We know the salary of the Prime Minister and 
so on? 

Mr. VaucHan: We would be. ashamed to have our salaries published in 
comparison to some of the officials of other railways. 

Mr. Prcarp: Well, then, what do you think about members of the cabinet 
and judges of the High Court and so on, their salaries as compared to their 
value and the indemnity that they get? 

Mr. VauGHAN: Everybody is on the same basis then, and that is different. 


Mr. Picarp: I think that is a measure that should be pursued a little 
further. After all, this management is not that of a company of private shar- 
holders; it is a company for the whole country generally, and I think the 
eountry should know how much is paid to its own civil servants, although you 
are not civil servants in the correct sense of the word; yet you are administering 
publie property. Just as we have a “blue book” published showing the salaries 


paid to all officials of the Canadian government, we should have a similar “blue 


book” with respect to the Canadian National Railways. 

Hon. Mr. Cuervrisr: In that connection, Mr. Picard, I think, as far as I 
am concerned I would like to support what the president has said about that, 
because I am informed by the officers of the Department of Transport that it 
has not been the custom nor the practice to do sa Nevertheless, the committee 
has the power, if it wants, to obtain from the officers of the railway, the amount 


of their salaries. But I do suggest, very respectfully, to this committee that 


that would not be a good thing to do. One reason for my taking that stand is 
that it was suggested by the president that if the salaries were published, in 
comparison to what the Canadian Pacific Railway officials get, perhaps the 
list would not stand out very well. 

Mr. JAcKMAN: Unfair to labour? 


Hon. Mr. Cuevrrer: Perhaps there is something in that remark; and for 
that reason I suggest to the committee that the opinion of the president of the 
Canadian National Railways be respected in that regard. 


Mr. Hazen: Do you think that the salaries of these officials would not com- 
pare favourably with those paid by the Canadian Pacific Railway? 


Hon. Mr. Cuevrier: I have the president’s statement for it, and I say 
the same thing too. 


Mr. VaucHan: Execept in a few instances, the executive salaries are con- 
siderably higher than those paid to Canadian National officers, I think, at one 
time, the salaries of the civil servants were published in a “blue book” but I 
do not think they are so published any more. 
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Mr. Murcu: Oh yes, and their expenses. 


Mr. Picarp: I do not think we can treat the Canaan NG oe on as a a 
private company because its operations are financed by the government; so I — 


think any official of the government, directly or indirectly, should have his 


salary known. You say that such a list would not compare favourably but you 


kifow, perfectly well, inside your company what each corresponding man in the © 4 


Canadian Pacific Railway Company gets. I do not think that it would be dis- 


~.turbing to the public. 


Hon. Mr. Curvrier: It would make this difference, Mr. Picard— 


_ Mr. Vaucuan: It would be very humiliating to Canadian National officers 
to have their salaries, published. 


Hon. Mr. Cuevreier: Not only that, it would make this difference; and I _ q 


say this with respect to your last statement that the Canadian National Rail- 
ways might lose some of its best officers to other countries and to other railway 
companies if their salaries were to be published. 

Mr. Picarp: Because the public would know? 

Hon. Mr. Cueveier: No, not necessarily that, but because other railway 
companies would know. 7 

Mr. Picarp: Are you suggesting now that the Canadian Pacific Railway 
does not know what Canadian National officers get? 

_ Hon. Mr. Cuevrier: I do not see how they would. 

Mr. Picarp: I think my request is a fair one. The same thing applies to 
civil servants and to any other public body. I do not see any objection to it 
at all. 

Hon. Mr. CuHrvrirr: But it has never been the practive of the committee 
to do so. 

Mr. Picarp: There are many things which have never been our practice 
before. 

Hon. Mr. Curvrier: On the other hand I think the committee has the power 
to insist; but I ask the committee not to insist. 


Mr. Jackman: While no one likes to hold a person’s own business more 
inviolate than I do, myself, yet I think we are coming to a day, particularly 
when public owned corporations and corporations in which there are public 
shareholders will publish these matters on the ground of public interest or on 


the ground of a shareholder’s interest. We find that to be the case in the United ~ j 


States now. There they have to indicate what the salaries of their senior 
executives are. I do not think any real harm would come about from the publica- 
tion of the salaries paid by private companies. They publish the aggregate 
of their executives’ salaries and their lawyers’ fees. 

This is not a company taxable under the Income Tax Act and it does not — 
have to do so; so, while I would not press the point at the present time I do 
feel that institutions such as the Bank of Canada and perhaps the Canadian 
National Railways—and if we revise the Companies Act I think we should make 
the same terms applicable to the Canadian Pacific and perhaps to all private 
companies. I do not think there is as much objection as some of us have felt 
in the past, with respect to the publication of salaries. I think it is pretty well 
known what salary the president of the Canadian National Railways gets. In 
fact, I can make a fair stab at it myself. 

"As to the point of taking men away from the system, I think it is only fair 


to an officer of the system that he be given a chance to improve his position at — 


the hands of a competitor, if he chooses to go. I think it would be detrimental 
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to the best interests of our people if executive salaries should not be given out. 

- Aman may be doing a bigger business and rendering more service to the people 

thereby. I think times are changing and these things should not be kept from 

the public. I-think the interests of the public and of the shareholders in private 

-- companies is overshadowing gradually the personal interest concerning non- 

disclosure of salaries. 

In the United States we now have publication of those salaries. It is merely 

a question of educating the people to the fact that such salaries exist and are 

_ paid because of merit and because the law of supply and demand warrants 
the payment of such salaries. 


Mr. VAuGcHAN: But it would be Pear neen in many ways. It would 
be embarrassing to our other officers in the company. Our officers do not know 
what other officers get, except those men who handle the payrolls. We would 
have all kinds of complaints. For example, a man getting $5,000 would say: 
here is another man getting $10,000 and he is no better than I am. 


Mr. Jackman: But there may be unsound reasons for the other man 
eetting $10,000? 


Mr. VAuGHAN: That is a matter for the management to decide. 


Mr. Murcu: The capacity to evaluate the wages of management does not 
exist in the average shareholder, either the shareholder of a public corporation 
or of a private corporation. In general I would be opposed to the suggestion 
of changing the Companies Act as you suggest, to disclose these things with 
respect to private companies. I would hesitate to urge that it be done in this 
company ; although I do agree, that the temper of mankind being what it is, 
that is probably what will eventually take place, and there will be a demand 
for it. But I see no reason, certainly not at the moment. 


Mr. Picarp: But it exists in the States. 


Mr. Gipson: Yes, the income tax authorities publish that information in 
the States. I feel now, since the subject has been raised, that the public will 
wonder why the salaries are not available to them. 


Mr. VaucHan: Unfortunately the worth of a good many men is judged 
by their salaries. It is very unfortunate. Some of our men are worth twice 
as much as they are getting. Many of them have been offered positions at 

salaries twice as much as they are getting; but a good many of us have stayed 

with the Canadian National just because we have a desire to see this thing 

through and to serve the country. Speaking for myself, I have been offered 
positions at 100 per cent more salary than I am getting. 


Mr. Jackman: And if you had accepted them, Mr. Vaughan, the public 
‘of Canada would have suffered. 


Mr. Vaucuan: Thank you for your comments. 


The Actinc CHarrMAN: Have you finished your discussion with respect 
to this? 

Mr. JACKMAN: If that is the case I think it is high time that the Canadian 
_ people knew just the extent of the service rendered by some of these officials 
and the sacrifice they make as compared to officials of American lines. I do not 
see how it would hurt, Mr. Vaughan ; but I won’t press the point at the present 
time. I do think that we are going to come to it and I should lke to see 
us come to it willingly, on the part of all concerned. 


. 
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The Actinc CHAIRMAN: Will you please turn to the next page, page 18? 
Over to page 20. Are there any questions to be asked about page 20? Then 
page 21. 
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ie, Plates (And IV alt GAC OOLS ike mks Seer eronaieLa Gl ie Ete tes 776,040 95 
CER LA eae Ue eva TOMER TLE SDR ERN SN ah OE OR CLM ah ae TUA BaO I ye 361,225 60 
hares, Tre ene: erm Tagine oN cle: chy sarm mons Seve aed eile eee 366,115 30 
ROE a EDEN Mp gevcl ec et wats ess Ce baton eeu M TERM me Ya pan ALP ya mah NON: Mite 509,804 95 
ROSA WAY \NbACRIN eS. 11), Swe. \ameeiay wetted ine Led oars 561,053 92 
Bridges restiesiiand (Culvertss, 0. eo. eRe ae ee 446,158 71 
Pea vionsandiotation. Machabiese 0 bot boe geye Bele ie 420,190 37 
Shops, Enginehouses and Machineéry........).......... 396,880 94 
Wi SP aoe Wok ag sr: NECA Rn AEN lk PN SRNL SG AVS Rain GWEC SM an 45,123 51 
FENG LS Vis ie ieeien cae Gan NM BR J rR RMAC Gin Si | Sak 97,188 47 
Piphaisrand [nberlockera Niche. cutee y bie one ont eee macaw 42,416 70 
Telegraphs—Railway...... pA ots aN Br A MNES th li Na M7 62,265 19 
Celegraphs—-Commereial iii rise icka dade: bbb Ue eee net ates 272,834 67 
Assessments for Public Improvements: ..............-. 373180.56 
AAV CIR tr ct sige tS TRMCE le I Hu Rta tre af LD ie A et a eC 496,413 82 
General, including Additions and Betterments.......... 335,022 09 ; 
a $ 5,345,136 
EQUIPMENT: 
Horipment Purchased on Bulle Soa ees davis Wee $ 10,809,111 90 
Havenpment Retirementyr issu. vielen de pew ee een 1,321,293 90 
General Betterments to Equipment.......0......0....5 255,147 85 
Mawipment Conversiongy.. ieee. tats ale was es Meee cele 253,289 05 
Express and Miscellaneous Equipment................. 74,484 80 
rs 9,564,161 
Les Ie) SMA IME GR Bea og A Ran MOR ORO MOD DMO au MSH ML Lang hoy Sate DAMN UN AL L 3" SeAt 12,009 
SEPARATELY OPERATED PROPERTIES. tus i. wees. te ve Ree Phiake 2,212,103 
Net ADDITIONS AND BETTERMENTS DURING 1945..... $ 12,709,204 
Ledger Balance lst January, 1945.20.20 08082 00020. ' § 2,027,054,482 
Net Additions and Betterments during the year...:...... tee $ 12,709,204 56 
Abandonment of 27-62 miles of St. Lin Subdivision......... 1,167,121 47 
Loss (applicable to period prior to 1940) on retirement of j 
FoOlIng Ss oOGk EQUIPMeNnt Me vis Salies youd Atle eel tne Ree 957,967 06 
rr 10,584,116 
Ledger Balance at 3lst December, 1945........ ALN DO a ws DRE ON A Te $ 2,037,638,598 
5 
& c be ik # 
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RAILWAYS AND SHIPPING 


LS : 103 

a Mr. Hazen: I see an item: new lines constructed. How many miles of 

new lines were constructed? 

i Hon. Mr. Cueveter: Did we build any new lines during the war? 

q Mr. Wauton: 14 miles and a fraction. 

} Mr. Mutrcu: The Montreal Terminal. 

: Mr. Nicuorson: Are any new lines being considered? 

‘ Mr. Vaucuan: We have nothing under construction at the present time. 

. We have quite a few demands for branch lines, but no action has been taken 

3 on them as yet. 

“ f 

; The Acting CuamrmMAN: Page 22? Page 23. 

{ Hon. Mr. Cuevrier: Pages 24 and 25? 

: 

, DOMINION OF CANADA—LOANS 

; Principal . Interest Average 
outstanding accrued Interest. 

at Dec. 31, 1945 1945 rate 
Loans for repatriation of U.K. securities........ $391,179,3895 36 $13,684,939 40: 3° 50% 
‘ te etal’ COIN DLION. ciety atacdls Mal’ Vedas! aes 195,264,135 50 4,075,917 81 *2°-47% 
o OE LOW a IGt NS OGL OCK Manta 2.5 A apatites ene rates 73,851,082 26 2,058,755 910: 295% 
ee BPN OMIT’ ATT LAN ot! aes diate “ehh Wushatn, pals, sedteldlass 13,906,999 71 486,744 98 3:50 % 
83 $20, 306,358 18 314% 


$674,201,612 


* Includes premium on U.S. funds. 


INVESTMENTS IN AFFILIATED COMP 


ANIES 


Owned by Can. Nat. System 


Par Value 


Book Value 


. The 


Bonps: 


Detroit & Toledo Shore Line Railway 
Company. . 


Detroit Terminal Railroad COmpany ates (nie 


Cletus Seif eee ie baie re) 6 ey eh iet aye stele’ eh bin y e's 


~ Northern Alberta Railways Company......... 


(representing amount paid up, i.e. 10%) 
The Ontario Car Ferry Company (Limited)... 
ies Puple: Markets, lagmited ose a4 cookies. 
Railway Express Agency, Incorporated 
par value) 
The Toronto Terminals Railway Company..... 
The Toledo Terminal Railroad Company...... 
Lmees-OOWaAda AIL) LilWOS. oak Qotscetenis hades awed 

(representing amount paid up, i.e. 92%) 
Vancouver Hotel Company Limited........... 


B67 Oa! (GOMey oi im fale se, 0).91)-ef eerie pm el/e jel ete) te! © 6s9 6) 6 8. Be 


Northern Alberta Railways Co. Ist Mortgage 


Bonds. . . 
gage Bonds 


« 


Dial a iete (se \ate et of Scere oF & 4 le oi 6) 198.4. 0 jeanne o*'e «9g 


ADVANCES: 


Chicago & Western Indiana Railroad Company 


(no: 


Total 
Company Par Value 
Outstanding 
STOCKS: 

The Belt Railway Comneny OLE ICAIO. Wey cca ts $ 3,120,000 00 

Canadian Government Merchant Marine, 
CENA punt er 78 Ohiiton (ky ATU A West lle ay wan dette WAN Rea i ee 8100 00 
Central Vermont Transportation Company. 2010.000 00 
Chicago & Western Indiana Railroad Company 5,000,000 00 


3,000,000 
2,000,000 
625 0100 


010 
00: 
00 


(0 
00 


500,000 
1,150,000 


1,000 shares 

500,000: 00 
4,000,000 00: 
4,600,000 00 


150,000 00 


Sieh oP GKS COR shalt ane ae he oe a OR $31,530,000 00 
The Toronto “Terminals Railway Co. Ist Mort- 


25,810,000 00 


olind @) Lone) eer oi el\w) eget ede) 6 la /e) eo) e send (0) .e Pe; ter es We: ce 


$ 240,000 00 § 


800 00 
50,0010 00 
1,6:00,0100: 00 


1,500,000 00 
1,000,090 00 
312,500. 00 


250,000 0:0 
575,000: 00 


6 shares 
250,000 010 
387,200 00 

4,600,000: QO: 


240,000 


80:0 
210 00:0 
1,000,000 


1,50:0,000 
1,000,000 
312,500 


179,007 
575,000 


600: 


250.000: 
387,200 
4,6100,000 


75,000 


00 


Oi} 
OG 
OO 


OO 
O0- 
00 


53: 
00: 
O10 
OG 
00 
00 


00 


75,000 00 


$10,140,107 ! 


$15,765,000 00 $15,765,000 


12,905,000 00 


PH Sa aro sd OLrecis NCOL DOT ALIOD so aie ois Sieg ie 4 Se sisheueiatil'n dhe whe pya Ale ee ayatelaisl's orgs 
Railway Express Agency, Incorporated.......... cece eee eee ee te eee ees 
Vancouver Hotel Company LAT ECR Ura ries eae NEL, Caee RR EMS Poeun ay ce alms 


64143—43 


$ 2,532,036 


12,905,000 
$28,670,000 


$ 2,320,770 


53,016 


145,465 


12,284 


D3 


15 


$41,342,143 68. 
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MAJOR CONTINGENT LIABILITIES 


TRANS-CANADA AIR LINES: : 
At 3lst December, 1945, Canadian National Railway Company had subscribed tot $5, 000, 000- 
of the Capital Stock of the Air Lines on which total call has been $4,600,000. 0 


NORTHERN ALBERTA RAILWAYS COMPANY: 
At 3lst December, 1945, Canadian National Railway Company had subscribed for $3,125,000 
of the Capital Stock of the Railways Company on which total call has been $312,500. 


THe Detrorr & ToLtepo SHORE LINE RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad: Company as joint and several guarantor by 
indorsement of principal and interest of $3,000,000 First Mortgage 4%—50 Year Gold Bonds 
due 1953. 


THE TOLEDO TERMINAL RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company in respect of $5,800.000 First 
Mortgage 44% —50 Year Gold Bonds due 1957. The guarantee is as to interest only and is 
several and not joint. Grand Trunk Western’s pr oportion is 9-68 per cent. 


CHICAGO & WESTERN INDIANA RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint supplemental lease 
dated Ist July, 1902, between Grand Trunk Western Railway’ Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one- fifth of the bonds issued for “common” property and the entire amount of bonds 
issued for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% bonds 
due 1952 and the amounts outstanding at 3lst December, 1945, are:— 


Lesied. fOr | ‘COMMON: PROPEL LY LN ck Ie a diet aller Et can ata $39,973,019 39 
Tsaued hor. “exclusive l/s properpyisa ee Maat RRL Die tam RL anc 252,535 36 
Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Gr and Trunk Western’s proporticn is one-fifth in 
the absence of default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 45% Series “D” Sinking Fund Bonds due 1962 and the amount outstanding 
at 3ist December, 1945, is $17,971,000. 


C.N.R. PENSION PLAN: 
Reserves have been set up against contracts in force under the 1935 contractual plan, but me 


against pensions conditionally accruing under that plan or prior non-contractual plans. 
| The Were CHAIRMAN: Page 24 and page 25; has any person any questions 
to ask? Companies comprising the Canadian National Railways System? 

Mr. Picarp: Yesterday I was not quite sure whether I got the information 
correct about the July 1946, 65 per cent sinking fund bonds, maturing on July 1 
1946. Are they to be redeemed? 

Mr. Cooper: They will be redeemed. 

Mr. Picarp: Is the financing done? 

Mr. Cooper: Not yet. 

Mr. Picarp: Have you any idea on what basis it: will be? 64 per cent? 
Mr. Cooper: We expect to finance that at 2 per cent. 

Mr. Picarp: That is quite a large amount. 

Mr. Cooprr: Yes; it would, however, save over $1,000,000 per annum. 

Mr. Picarp: Would that be a public issue. or government financed? 

Mr. VauGcHAN: That would be borrowing from the government. 

Mr. Picarp: It would be borrowing from the government to replace them. 
Mr. Nicnoison: What happened to those 24, 7-year guaranteed bonds? 

Mr. Coorrr: We borrowed $15,000,000 from the government at 24 per cent. 


Mr. Picarp: Did you say yesterday that you did not consider it good 
policy to go to the public for that? 


Mr. Cooper: No, sir, we indicated that the railway would ata a go into 
the market in the near future. | 


Mr. VaucHan: Those have been definitely arranged for, Mr. Picard. 
The ActTinc CHAIRMAN: Pages 24 and 25, 


aes 


ean 


RAILWAYS AND SHIPPING | 105. 


Mr. Emmerson: Mr. Chairman, unfortunately on account of the flag 


committee I was unable to be here earlier in the afternoon. ‘There were one 


or two questions that I wanted to ask. They are on page 16 and it would seem 
as though we have gone by operating expenses. I wonder if I might be permitted 


now or later on to ask those questions. 


The Actinac CuarrMAN: May we complete this before you ask those 
questions? Pages 24 and 25. Is there anything on page 27? 
Mr. JackMAN: Did you rule that he could ask them? 
* The AcTING CHAIRMAN: Yes, afterwards. 
Hon. Mr. Cuevrier: The chairman suggested that we get through with these 
pages and then perhaps Mr. Emmerson could ask his questions afterwards. 
The AcTING CHAIRMAN: Page 27. 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 
CAPITAL Stocks OWNED BY DOMINION OF CANADA 


Company 
Number ‘ 
1 Canadian National Railway Company ........ Brake Beatin A Aa eat Veer Ea UE WA $ 18,000,000 00 
9 The Canadian National Railways Securities Trust, .... 0.0... ....5...%. 381,711,556 78 
“$399,711,556 78 
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 
Owned by Capital Stock Owned by 
Name of Issuing Company Company Tssued Public 
Number 
3 Atlantic and St. Lawrence Railroad Company ... J $ 6,302,340 00 § 119,440 00 
4 The Bay of Quinte Railway Company ........... 94. § 1,395,000 00 
5 The Bessemer and’Barry’s Bay Railway Company 24 125,000. 00 
6 *Brooksay Realty Company ........-..eeeeee eens 30 2.000 00 
7 *Canada Atlantic Transit Company ..........-.-. i 219,000 00 
8 *Canada Atlantic Transit Company of U.S........ 38 250,000 00 
9 The Canadian Express Company ...........-.00% l 1,768.800 00 
10 Canadian National Electric Railways ........... 24 1,759,000 00 
11 Canadian National Express Company ...........- As 1,060,000 00 
12 Canadian National Land Settlement Association. . 1 
13. *Canadian National Railways (France)—trancs 
BI OOOOOOy Kirt Pe atiteeale eres a Be rh ea Rant Riga l 1,893,573 92 
14 *Canadian National Realties, Limited ........... 24 40,000 00 
15 Canadian National Rolling Stock Limited....... 1 50.0'010 G0 
16 *Canadian National Steamship Company, Limited 46 15,000 00 
17. Canadian National Telegraph Company ......... 24 500,000 00 
18 *Canadian National Transportation, Limited ..... 1 500. 00 
19 The Canadian Northern Alberta Railway Company 24 3.00:0,000 0:0 
90 Canadian Northern Manitoba Railway Company. 24 250,000 00 
-91 The Canadian Northern Ontario Railway Company 24 10,000,000 00 
92 Canadian Northern Pacific Railway Company ... 24 25,000,000. 00 
93 The Canadian Northern Quebec Railway Company 24 9.550.000 00: 3,849,200 00 
24 The Canadian Northern Railway Company ...... ate 18,000,000 00 
95 The Canadian Northern Railway Express Com- 
PAT NLT RL TTCE OY aM Oi ie Whe ahora aid adenine Gel go 24 1,000,000 00 
Canadian Northern Steamships, Limited ......... 24 2,000,000. 00 
Canadian Northern System Terminals (Limited). 24 2,000,000 00 
Canadian Northern Western Railway Company .. 24 2,000,000 00 
Sern e CTA EL HEC eM geisha ielir ate ae Me. oe ane ] 100: 00 
PANO eH O ite ClOL DORR UROUL IT) Ae atm lke ica elety) ave oie 5 32 176,400 00 
Phe vO entra OuUPALTOM EVAR LW Avis likin dias ele: 5 (leuesia cece ole: ee 24 3,331,000 00 
Gentral Vermont, harway, Laie. es ee Vo als Wdetiod ] 10.900,000 00 
Canerar vermont bermin aly Ine ich vfs Falls =p 5.000 60 
*Central Vermont Transit Corporation .......... 30 5.000 00 
*OCentral: Vermont.) Warehouse, Ine. 200. e's 30 5.000 00 
The Champlain and St. Lawrence Railroad Com- 
TELIA taeda Pas hod SEHR Deeb Na a ia aioe Dera tert! gh 6) Aaa ty 1 50.000 00 
*Consolidated Land Corporation ........0.6.000.. 49 64,060 00 
Continental Realty & Holding Company ......... 14 90.000 00 
*The Dalhousie Navigation Company, Limited .... 24 50,000 00 
Duluth, Rainy Lake & Winnipeg Railway Com- 
CEC, etl Es SS ee a RL AR 42 2.000,000 00 


Duluth, Winnipeg and Pacific Railroad Company 42 100,000 00 


\ 
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CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Cone. © Bsa toree 
Owned by Capital Stock | Ownedby — 
Name of Issuing Company Company Issued ~ Public: : 
Number : 
42 Duluth, Winnipeg and Pacific Railway Company... 24 3,100,000 00 
43 *Grand Trunk-Milwaukee Car Ferry Company..... 49 200,000 00 
44 The Grand Trunk Pacific Branch Lines Company. 46 200,000 00 
45 *The Grand Trunk Pacific Development Company, 
PATIL E ON ai hieeys ee. Cisse be ie aay Sek ee aN ae Lae 46 3,000,000 00 
‘46 The Grand Trunk Pacific Railway Company ..... i! 24,940,200 00 ~ 
‘47 The Grand Trunk Pacific Saskatchewan Railway 
E7545 OCW Ay PAN Oe on a Rent Mayas ca ab Ail! Ce atbe AT 46 20,000 00 
48 *Grand Trunk Pacific Terminal Elevator Company, i 
SEVEN cay KC 01° RN et Re CR Noe SoDvNe i AM i luce ch. NR Dh 46 501,000 00 
[Grand Trunk Western Railroad Company (Com- 
49 TAO eG e ar ttt id Whee SMe Re Ses MR se 1 20,000,000 00 
Grand Trunk Western Railway Company (Pre- : 
24 Glo 6 at hele Ce ea GN) Une Upp SBT AP AN EL At Om 25,000,000 00 
50 The Great North Western Telegraph Company of 
Canada (Including $331,500.00 held in escrow) 17 373,625 00 6,925 00 
_51 The Halifax and South Western Railway Company 24 1,000,000 00 
joc industrial ‘band: Company ©... .u 2/4 Sree A ene 49 1,000 00 
How International Bridge Company ...2.0.0 60.0.6. lee ih 1,500,000 00 
54 The James Bay and HBastern Railway Company... 24 2) £25,000 00: 
oo The Lake Superior Terminals Company Limited... 24 590,000 00 
56 The Maganetawan River Railway Company ..... Nae 30,000 00 
dT ~~ «Manitoba Northern Railway Company .<........ 1 500,000 00 
58 The Marmora Railway and Mining Company .... 24 128,600 00 
59 The Minnesota and Manitoba Railroad Company. 24 400.000 00 
60 The Minnesota and Ontario Bridge Company ... 24 : 100,000 00 
61. Montreal and Province Line Railway Company.. 30: 1,000,000 00 ° ae 
62  *Montreal and Southern Counties Railway Company 1 500,000. 00 165,600 00 
63 The Montreal and Vermont Junction Railway 4 
COCTRW AAW eee hum RIA RINALDI EGBG MTL WE gue peat 197,300 00 
64 *Montreal Fruit & Produce Terminal Company, 
PICO Gy ao Ace, Neale arent nls Mies nee cl ae 1 500 00 
65. *The Montreal Stock Yards Company ......:..... M; 350,000 00 ; 
66 *The Montreal Warehousing Company ..:........ 1 236.000 00 12,240 00 
67 Mount Royal Tunnel and Terminal Company, Ltd. 24 5,000,000 00 
68 Muskegon Railway and Navigation Company .... 49 161,293 00 
69 *National Terminals of Canada, Limited ......... ] 2,500: 00 
70 National Transcontinental Railway Branch Lines 
POI e eeee i CNC, ll hae Gt) Mp ee cL 1 : 500 00 
71. *The Niagara, St. Catharines and Toronto Railway 
CUTIE 10. SRG haat eae Bea ena am al > cll 24 925,000 00 
72. *The Niagara, St. Catharines and Toronto Naviga- 
ion. Company: (Lint ted) tig oho Ue le ame eae igh 100,000 00 
73 *The Oshawa Railway Company ...... Pe grt a | 40,000 00 
74 The Ottawa Terminals Railway Company ....... I 50,000 00 
75 The Pembroke Southern Railway Company ...... 1 107,800 00 
7G britoe Raipere, daanmited (\)4.0 8. ase ee nitas wee 1 10,000 00 3 3 
Tlie Lae Quebec and Lake St. John Railway Company 24 4,508,300 00 489,160 00 
78 The Qu’Apelle, Long Lake and Saskatchewan Rail- 
_road and Steamboat Company ¢....2%32.3,... 24 201.000 00— 
ioauvativee River)< oak Company Amis lo Sauter et } 2,000,000 00 
80 St. Boniface Western Land Company ........... 24 250,000 00 
81 The St. Charles and Huron River Railway Co.... 24 1,000 00 
Seto wea. Cunnel? Company. 1. 63 ie ay ea 1 700,000 00 
83. *The Thousand Islands Railway Company. ag, 1 60,000 00 
Pe trans canada Air Janes 10° alah ag Ane 1 4,600,000 00 
85 The United States and Canada Rail Road Co..... 1] % 219,400 00 475 00 
86 Vermont and Province Line Railroad Company.. 1 200,000 00 
87: The Winnipeg Land Company Limited .......... 24 100,000 00 | 


, $207,327,731 92 $ 4,643,040 00 


—_S== 
*The Tneome Accounts of Companies indicated (*) are included in the System Income 
‘Account as “Separately Operated Properties.” 
_ Treated as an Affiliated Company. 
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RAILWAY EQUIPMENT 


Additions Retirements Conversions 

December During During During Year December 
4 ~s 31, 1944 Year Year Added Retired 31,1940 
LocoMorives: © 
-  _ Passenger—Freight....... 1,999 Lg 24 a 3 1,975 
; Bewitiianer fsck fee ay etn 525 Moe 2 zr pe 523 
iP BPs ULC oe ea ie eee cheatin oe arvtiecs “24 TN ees rae Bi 24 
: Oil Wlectriqn. yc vee sie a A tates sent oe se Xt on 
r Te teWpree. ae sah cule: 2,585 Wag 26 oe = 2,559 
Freer EQUIPMENT: | : | 
; RE) BES aia ot alley vin he wag SHES 69,166 2,144 303 13 ie) 70,901 
a Ta oy OP 2s ay A ian me PORE: 5,415 ea 31 rer 11 53373 
. PTO eS eee ae ais ashe «errata 3,054 Lee 16 4 1 3:0aVee 
4 Cis GaTrsiecna terse aus: + kon ts Rua 53 ro at 15,661 
: Baris On Bes {yep arses a ale 147 By Ea ie ve 5 142 
4 Rerrigeratory Cares isk sss 3 3,242 146 41 he | i 2 3,205 
r PEROOOSE OATS 009 ciceh tiene ies ial 1,670 Bai as 22 ns ve 1,648 
% Other Cars in Freight 
i OU ba git ets aa ot FO Sok) OI i 10 Me ee i i 10 
4 BOs cas Gwe sca aie 98,388 2,290 466 13 248 99,977 
; PASSENGER EQUIPMENT: | 


THis 


¥ ann Cares eye ai as bela 1,202 3 3 1,196 
g Combination Cars. ..2....-. 272 Eee 2 hi hy 270 
‘1 TOTES a Si Ad tees tae 2 4 2 lee 96 sca wus vee std 96 
a Colonist Cars. 0 Gann 27 iy 190 atte ee), a i 190 
( Peis nara is sei es is che hn 47 ae wats We iM 47 
’ Pe MOUS EE ile tesnsl gles) ole) ake 28 Mee ae ey Me as 28 
r BlecpimeVUars. 100). tialee ss 302 Sah cas ae Jt A 302 
: PD OMTISUM ALS: Biche tanta! ead 46 eae rat pe ae es 46 
9 - Baggage and Express Cars.. 1,051 Ae Seb 10 1 ae 1,042 
eo i Mia Salle Wer Dect Y Who hth 49° sal ks hs on 3 49 
Repiee Caren ns otis feet s . 43 Ty 3 ¥) a 40) 
4 Other Cars in Passenger 
5 Servicers, \fteew its ao bs 67 prt) 2 nv he 65 
. METALS Sho ree Saks 3,393 20 1 3 3,371 
; Work EQUIPMENT: 
Business Cars... 25 ...2.---- 61 ose 1 Wy ee 60 
. Other Cars in Work Service 7,353 32 238 244 7 7,384 
5 obaleey te reek te, uit. 7,414 32 939 244 7 7,444 
FLOATING EQUIPMENT: 

Car Ferries. . 9 1 8 

DOr ges: Gig foie dee eee es 5 Hs 5 

Le dae EOE te Roar tee 4 4 

a 3 3 


Mr. Nicuoison: On page 24 there is a reference to the Canadian Northern 
Alberta Railway Company. Have we been breaking even on the operation of 
that Northern Alberta line, or what is the score on that? 

Mr. Coorer: We did not make any money in 1945. 

d Hon. Mr. Cueverer: There is an annual operating deficit, is there not? 
ve Mr. Coorrr: In 1945 afiter the payment of interest the railway had a deficit 
of $884,000 of which the Canadian National paid 50 per cent and the Canadian 
Pacific paid the other 50 per cent. 

e Hon. Mr. Curnveter: It is a fact there has been a loss on the operation of 
- that line ever since it has been established except for two or three years? 

Mr. Cooper: Yes. 

a Mr. Nicuotson: How large did the deficit run before the war? Have you 
those figures readily available? | 


‘S: 


SHIPPING Pine ven S 107 


SDs ay? aR Real i sd: ' i a Ne HG ANG in iy es | 
> : Ma ay Z , ( ua ny ; iy . , i ey 4 y ; ii ; of ry eS, 
LOB Ae We | SESSIONAL- COMMITTEE Me aa Ni ip 
me i ' ape . at At i a, 9 eh 


T 


ei he ; Wy. 5 ite ; ee ‘ ne Li Ree ; 13) ; ' 
Mr. VauGHAN: The loss in some cases was very substantial, several hundred — 


thousand a year and some years the loss ran over $1,000,000. 
Mr. NrcHotson: It is likely to operate at a loss now? 


Mr. VaucHan: Likely to for some time until the country has developed — 
further. oe 


The Acting Cuatirman: Have you the answer to your question? 
Mr. NicHorson: No, just a minute. | 
Mr. Cooper: I am sorry, we will have to get that for you, Mr. Nicholson. = 


The losses are absorbed by the two parent companies, and therefore it does not “4 
reflect itself in the accounts of the company to-day. 


Mr. NicHoison: Could we have the information for the last ten years if its | 
is not too much trouble? : 


% 


y 


“eu 
an 
ro 


Mr. Cooprr: You can have that without any trouble. | 4 
Mr. Moore: Where is the James Bay and Eastern Railway Company? ; 
Mr. Vaucuan: I just forget which charter that was now. ; q 
Mr. Picarp: According to what it says here it is a branch of the Canadian ; 
Northern} is it not? ba 


Mr. VAuGHAN: Yes. 


Mr. Picanp: I see the amount owned by the public in all these different 4 
companies is $4,643,000. That is referred to in the top line of the balance sheet ig 
on page 13. I see next to it on page 25, $207,000,000. Is that owned by the 
public? It is at the bottom of page 25. You have two figures there. The first @ 
one 18 $207,327,000, capital stock issued, and next to it you have owned by the | 
public, $4,643,000. That figure is also in the top line on page 13 in the liabilities x 
on the balance sheet. What is the $207,000,000? | _ 

Mr. Coorrr: That is the total capital stock issued by all these companies — 


of which $4,600,000 is held by the public. The balance is held by the Canadian | 
National System. a 


4 
Li 


The Acting Cuamman: Page 29. 


STATISTICS OF RAIL-LINE OPERATIONS 


1945 1944 
TRAIN-MILEs: 
PRONE NRSV ade whois Ge NCU bUS na athe UMLla ya UR nar hi) LOAN 43,381,957 45,206,361 
ASR OTITED (POU V ICE 1) 0). svaate ie Ua ni ation lwp heme dnt Rap maa 24,600,264 24,216,998 
Be Besa cial PLA AE EN TIN AUR UAL asc COD Ah Si aD Be 67,982,221 69,423,359 
RNR ess CMI NOON NE, Mi i DNC el Tt ine Oy Aaa TAP aR Re cee hPL ioesWoe oi: 1,552,221 | 
ee a MEHL fait, hid ee ace ct na At 69,714,303 70,975,580 
Locomorive-Mi1gs: : a 
HEGIOULP SOLUTES (5 Py Ree ald der Che tee ne I ee ree 46,392,068. 48,153,317 oy 
PaSON Per Mere ree. Lille le a \iei aay Ay Wey SMES aly Tah br ie 24,382,258 24,034;55 5a 
Train Switching—Freight ............ GG e ee e  ala 3,659,667 8,636,807 
Fe OORT oul Ce gy MO EN Len UMN Dy et 104,120 101,881 — > 
Yard Switching ——M rele b ( ay pel AA GN Dement a 15,247,844 15,196,852 a 
: =i Passenger -i/.ie, Oy chp) A Mian ge aA ae 1,474,192 1,432,847 
Rote SA Wat eae Ae agar ae Me, MNS Ai Bl oe 0 AR 91,260,149 92,556,259 
PVIOUC MRO V ACR Witscsy aon whl let Tie vn AR) ee 2,402,612 2,123,840 
A ¢ oe ee : a 
obal wa ey ars Rusted shia YAH aig cea Merton la . 93,662,761 * 94,680,099 
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. STATISTICS OF RAIL-LINE OPERATIONS—Cone. 

: ‘ 

hy Car-MILES—FREIGHT SERVICE: 1945 1944 

7 Loaded Freight Cars.......... PENA toon NAD Ra ml lL 1,173,624,393 1,202,177,715 

a BP ALN ETL NAVE fee Ue lar a day af sat 6) ANAS ac Wia! Alera. @ ses) mon 528,469,997 555,756,559 

| eee Coach and Combination Cars. . 0.200... 5... 6,956,586 7,703,467 

| Sleeping, Parlor and Observation Cars................ ies 1G 525,769 

‘ POSTS ATM edie er aheus bist tebe Mul aa ally elleh aS) wetter afaeld alla ale 15,796 44,575 

| iE bee opi rely a=W Pare hy igh el bet gina Peay SM a MM Bale ta Ce UAT Pur EARP Bi 6,789,874 7,604,153 
Ca sOOH Gres snes een Manan Pee le talanavaly ate Gate ache oa, al aya 42,490,621 44,138,113 

ELGAR ARCO Leia Tune asaee hohe ci lre. Gklac set's hed yes Mane al Mtoe Wi cea are 1,758,660,983 1,817,950,351 
| Car-MILES—PASSENGER SERVICE: 

‘ UND eke Cole Wed be greta ny glad OF We eae Cie, elie PP RN MA RO ELA eg 386,155 216,373 
BG TOI OL EC AT ieee ec laratels fall aude ts ted cid ot tel d setaate: «8 162,865 112,685 
Passenger Coach aide Como mation Carey. occa ne acs aes 81,828,393 89,431,191 
Sleeping, Parlor and. Obsetvation Cars......0...0.... 61,263,172 58,703,137 
ETT Chae ery Pe GN oe Bln gh aR Manet a. aj ale Wieieiaaeie. ta 11,440,316 11,200,033 
ERGY CATR inthe siete mca ol aets Hara iM ohldcn ota aitts hed eaten) ATi atte 69,802,421 65,925,827 
GOL INE RChad a ame rat br itateet etna ene eas rtbik aie wary Male ; 

OEY a Ye PEM ORCI Geral eo Unt Nala Bale BR Ree CARMI Rs Cae Re 
FECAL VN GORANI he: Gee aU SHG KoA Ca AiO Tb ice GAN ot eDiets eeaira 227,525;343 227,982,223 
Car-Miles—Total Aaa Uncle AUSTIN iia tan DON Fo MURAL Ea en GLa 1,986,186,.326 2,045,932,574 
UO Fe OTe clas Spe gaa aN hr RL Al ea RI a BE A 3,989,987 3,045,122 
BOVE Gu ra wren ta IPUNG Uke Le Rand nel Ta Saale 1,990,176.313 2,048,977,696 
AVERAGE MILEAGE OF ROAD) OPERATED Oo... on ie ie be 23,498 -36 23,496-03 
FREIGHT TRAFFIC: is 
Tons carried—Revenue freight...... DR Mea ie hi oh ny tah 79,941,296 80.851,179 
Tons carried one mile—Revenue freight.............. 34,599.518,473 36.015,898,732 
TAPGRGTEA TOV OUCH ies Nl acetal ahaha ts Stage drat shin a Wa aaa te $316,533,329 $321,588,728 

{ RESIN OUTRO Tn UOTME ERs aeieate ase mr otis UNL graRy chi bal Tan ie uh Aca Mh SIC $3:95957 $3°97754 

Peete Rite Gets PATMUTIDIeN Westar hi. ale Ute da tN SUM dale y Wands bys $0-00915 $0-00893 

Bi Mi Waser Teyenies TOU. ye hs gee diel a ye eT aha ies 432-8] 445-46 

| Ton-miles—Revenue freight per mile of road.......... 1,472,423 1,526,753 

Ton-miles—Al] freight per mile of road............... 1,589,767 1,641,004 
Gross ton-miles of cars, contents and cabooses......... 77,301.216,775 79.728,903,320 

: Net ton-miles of freight (Revenue and non- -revenue)... 37,356,916.946 38,557,084,137 

. Train-hoursyin’ Treight) road. -Services so.) oo, ae wets lae kb 2,850,886 2,894,098 

‘ PASSENGER TRAFFIC: 

Pease ore oer tied ah ncn Wem ouN fk vitalee Wie Washes weet oly 30,370,680 35.928.212 

Passenoers carried (ore cmilens Ne Woe wel ho oie ag wae 3.338,197,658 3.696,546,316 
Se Tey MOV CTURLE) UNI Lhyly Se alieia le ile mclaiteNlu SEEN, Uh olcu's ie iar (as $65,199,923 $69,776,256 
Tevenitel perl Passenmen, .Wicknivae rae Vere we CuO E Pedal gy sc ale $2-14680 $1°94210 
Miles per revenue passenger so... ee eee es 109-92 102-89 
ieventie® per —DAasseNe eM UMM Uy el IR ae oaks $0-01953 $0-01888 

‘ Passenweramiles ‘per mile OF 2road oy tie es od 142,061 157.326 

f Net RAILWAY OPERATING INCOME: 

| Gross Reventie: Wer Milena (TOA ial att dls ain a4 $18.459 73 $18.775 41 

: Gross Railway operating charges per mile of road..... es ei eB $15,893 02 

. Net railway operating income per mile of road........ $2,888 62 $2,882 39 


Mr. NicHOLSON: 


Referring to page 27 I wonder if you have any plans for 


using these oil electric trains more extensively on some of these branch Imes. 


I think that unless ‘something can be done to speed up the passenger service 
on these branch lines the buses are going to get more of the passenger traffhie 
again. I understand that the oil electrics operate economically. 

Mr. Watton: They operate economically, but one difficulty with them is 
to find a suitable place for them. In many cases we have to move them from 
one assignment to another from time to time as business fluctuates. We have 
not bought any of those units for some time nor have we any immediate plans 
for them. There are comparatively few runs on which they fit the requirements 
of the run. Even with those that operate regularly we often at week-ends have 
to substitute steam service which leaves the diesel lying idle. We have not 
for several years added any of those units to our equipment. 
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Mr. Nicuotson: What are your plans to compete against buses? I think _ 
unless you can speed up your service the buses are going to cut into the Ae. 


passenger business pretty drastically. (hg eas tae 


Mr. Wauron: We have planned some speeding up of service in certain — 
localities. That can be done with steam equipment equally as well as with — 
diesel unit equipment. The chief advantage of these diesel units is their lesser 
cost of operation, but against that is the difficulty of finding a place where the 
requirements, at least at certain times, do not become too heavy for them. 


Mr. Mutrcu: How do they operate in the snow? 


| Mr. Watton: Oh, they would stall in snow easier than a steam locomotive, 
- but on the whole we have not found that a serious disability. 


Mr. Grsson: The upkeep would be much higher on them? 


Mr. Watton: No, the entire operation on them is not bad. In connection 
with Mr. Mutch’s question I would say that in cases where it is extremely 
stormy we would turn out a steam unit instead of one of these rather than take 
a chance of having them stall in the snow. ‘They distinctly have their limitations, 
and it is some years since we have added anything to our ownership of that 
style of unit. 

Mr. Nicuotson: Instead of giving mixed service on some of our lines in 

-the west it would appear to me that one of these cheaper units would produce 
a good deal of revenue and would not be too costly. 


t 


Mr. JAcKMAN: With a chair car attached. 


The Actrina CuHatirMAN: And no smoking. Page 29, gentlemen. That is 


just statistics. Page 31. 


Mr. JAcKMAN: There might be something interesting in the statistics, by 
chance. 

Hon. Mr. Cuevrier: I am sure you will find it, Mr. Jackman, if there is. 

Mr. JAckman: All right, I will uncover it: 

Hon. Mr. Cuevrier: To use the expression of one of my colleagues I am 
saying that in a very kindly way. 

Mr. JAckMAN: I know you are, Mr. Minister. I see here ton miles, ‘all 
freight per mile of road, 1,589,767. How does that figure compare with the 
C.P.R.? Under the next heading, passenger traffic, you have got passenger 
miles per mile of road, 142,061. 
Mr. Coorrr: The figure for Canadian Pacific ton miles of revenue freight 
per mile of road in 1945 is 1,600,283. iso may | 
Mr. JACKMAN: Have you the passenger figure there, too? 

Mr. Cooper: What was the other question? 
Mr. JAcKMAN: Passenger miles per mile of road. 

Mr. Cooper: 168,470. 

Mr, Hazen: Have you any record of the number of passengers carried on 
passes in 1945? | ey 

Mr. Waurton: I do not think we have any figures here. 

| Mr. JAcKMAN: As to that comparison you gave me Mr. Cooper, I was under 
the impression from some of our previous meetings that to some extent you 
are a colonizing road and your density of traffic was not nearly as favorable __ 
as that of your competitor. These figures would seem to indicate that you 
have got a pretty good line working through a pretty good territory. a 
Mr. Watton: We are lower than the Canadian Pacific. 


of 
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ek Mr: Cooprr: On the revenue freight as against their 1,600,000 ton miles 
per mile of road ours was 1,472,000. 

Mr. JacKMAN: 4,589,000? : 

| “Mr. Cooper: No, 1,472,423. Then their figure of all freight would be 
1,725,427 as compared with the C.N.R. of 1,589,767. 

Mr. Jackman: There is not anything very wrong with your territory judging 
from that comparison. 


Mr. Coorer: Not in 1945. 


Mr. Rei: If this question has been asked and answered you can Just 
brush it off, but the question I have in mind has to do with page 29. It gives 
the passenger service train miles as 24,600,264, and then below that it gives the 

passenger service locomotive miles, 24,382,258. The figures as to train miles 
and locomotive miles of the freight and passenger services are entirely different. 
What. is the reason for that? I thought that a locomotive would be on every 
* train. | 


Mr. Watton: In some cases there is a double header on certain trains, two 
locomotives. In freight service there is assisting up grades, which gives you 
different locomotive mileage than train mileage and there is the feature of 

mixed train operation. 


y 


Mr. Reto: That would answer it. 
The AcTING CHAIRMAN: Page 381. 


OPERATED MILEAGE, 3lst DECEMBER, 1945 
Operated Road Mileage ' 


Territory Owned Leased Trackage Total 
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Operated Mileage All Tracks 
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Foc EMPLOYEES AND THEIR COMPENSATION 
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4S RB Aetr, AP Sas 82,831 132,594,063 6.02 8.36 
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* Includes railways, express and telegraph employees. Excludes hotel and subsidiary 
company employees. 
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DISBURSEMENT OF TOTAL OPERATING REVENUES AND BXPENSES > Pb 
Operating revenues Operating expenses 
were disbursed :— were disbursed :— 
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Mr. Hazen: I asked as to passengers carried on passes. Have you any 
record of that? 

Mr. VaucHan: We have, of course, a record of the passes. At least, a 
record could be obtained from the pass stubs. All our passes are issued in 
accordance with the rulings of the Board of Transport. 

Mr. Hazen: There are 30,370,680 passengers carried. I was wondering 
how many were carried on passes. 

Mr. VAuGHAN: We could not tell you that. 

Mr. NicHoLson: At previous meetings of the committee we have had some 
discussion about the allocation of government business. Have satisfactory 
adjustments been made or are there any directives that result in the Canadian 
National not getting a fair share of government business? 

Mr. Vaucuan: That is not as important as it was when the war busincss 
vas moving. So far as I know at the present time we are getting a fair share 
of the business that is going. | 

Mr. Rei: Is your Company at any disadvantage in regard to the per- 
centage of the passenger traffic obtained from those arriving in this country 
on the various steamship lines? I have in mind that the C.P.R. have some 
steamships of their own crossing the Atlantic and they might direct all the 
passengers over their lines. Are you at any disadvantage, Mr: Vaughan? 

Mr. Vaucuan: No, we have not been. The C.P.R. have been operating 
ho passenger boats on their own account. Practically all the vessels they 
have been operating during the war have been under the control of some govern- 
ment or another. We have had a fair share of all business that has been coming 
into Halifax during the war. 


Hon. Mr. Cuevrimr: It was pooled under the united maritime agreement. 


Mr. Nicuotson: How about your revenue from carrying mail? I under- 
stand that the C.P.R. get a good deal of the carrying of mail between Montreal 
and Winnipeg and Toronto and Winnipeg. 


Mr. VaucHAN: We are improving our position in respect to mail carryings. 
There is still room for improvement yet though. 

Mr. NicHotson: How much mail are you carrying from Montreal to Van- 
couver, for example? ae 
Mr. VaucHan: We do not carry any. 
Mr. Nicuotson: Toronto to Vancouver? 
Mr. VaucHan: All those mails go by the Canadian Pacific Railway. 
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Mr. Nicuotson; Are you striving to improve that position? 


Mr. VaucHan: Our officers are constantly in touch with the Post Office 
Department, and that situation is being gradually corrected. 


Mr. Mvutrcu: What is the situation between Halifax and Montreal? 
Mr. VavaHan: We are the only ones can carry mail there. 
Mr. Mutcu: You are the only ones; you get it all? 


Mr. VauGHAN: We are the only ones that reach Halifax. The C.P.R. do 
not come anywhere near Halifax with a through line. Saint John is the nearest 
point they come to Halifax. 


Mr. Mutcu: I would have been more accurate if I had said the Atlantic 
coast than Halifax. 


Mr. VauGHAN: They get most of the mail from Saint John, and we get it 
from Halifax. 


Mr. Nicuotson: How about Winnipeg and Saskatoon and Winnipeg and 
Edmonton? Do you handle those mails? 


Mr. VaucHAN: We handle a substantial proportion of those mails. 


Mr. Picarp: According to these figures here it would appear that it pays 
the company more to transport passengers than freight. Your revenue per 
passenger mile is nearly 2 cents and your revenue per ton mile of freight 1s 
0-009. You may not get more money in the whole revenue of the company but 
per mile it pays you more to haul passengers than freight. 


Hon. Mr. CuHevrier: If you will look at the diagram on page 19 you will 
see how it is divided. -Seventy-three cents of a dollar comes from freight and 15 
cents comes from passenger. 


Mr. Watton: I do not think you can compare a ton of freight and a 
passenger. 


Mr. Picarp: No, but yet the revenue per passenger mile here is 0-019 
which is the equivalent of about 2 cents per mile per passenger, and a little above 
that you have got the revenue per ton mile of freight, 0-009. So that it is 
more profitable. How do you explain that part of the statistics? 


Mr. Watton: I just do not think you can compare one passenger with 
a ton of freight. You are comparing two different things. 


Mr. Picarp: These things must have a meaning. _When you give the 
revenue per ton mile at so much and the revenue per passenger mile at so 
much then you must have a purpose in having it there. I am trying to find 
out what the purpose is. 


Mr. Watton: We show these figures so they can be compared with any 
like figures that may be produced, but we do not do it with the idea of comparing 
a passenger with a ton of freight. 


Mr. Picarp: No, I imagine it might not be a proper comparison, and yet 
as far as revenue is concerned it is a comparison that can be made. Does it 
mean that it is more profitable to haul a passenger than a ton of freight? 

Mr. Watton: I do not think that question can be answered, Mr. Picard. 
They are not set out comparatively. They are just statistics - in respect to the 
two different branches of the service. 


Mr. Picarp: That is right, but yet on the other hand if you haul a ton 
of merchandise for one mile even if it weighs a lot more than a passenger it 
brings you less, according to these statistics. 
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Mr. Watton: If the comparison is worth anything we might state it another 
way, that we move a freight train with 2,000 tons of freight on it and we move 
a passenger train with 300 passengers on it. Whether that helps to get us any- 
where I do not know, but it is a fact. | o 

Mr. VAUGHAN: It is impossible to compare them because we are moving 
so much more freight than we are passengers. , _ 

Mr. Rew: Am I right in assuming this: there was a reduction (that is 
at the bottom of page 29) in the gross revenue per mile of road, being less in 
1945 than it was in 1944, also, operating charges per mile of road were less 
in 1945 than they were in 1944—that is the third item—am I right in saying — 
that it shows a betterment in the net operating income; 2-888 as compared to — 
2-88239? a 

Mr. Watton: The figures there indicate dollars, that should be $2,888.62. —— 

Mr. Rem: But it does show a betterment? 

Mr. Watton: A shght betterment. 

Mr. Rem: Why does it show a betterment at the foot, when all the way — 
down it shows an operating loss until you get down to the bottom figure there — 
which shows a betterment? 

Mr. Vauacuan: There is a little betterment in operating conditions. 4 

Mr. Watron: The expenses went down slightly more than the income with — 
the result that the net position is slightly better. | 

Mr. Reto: You were holding your own in 1945? 

Mr. Watton: Yes. 


Mr. Jackman: Hurray! 


Mr. Nicuotson: In connection with the different regions, have you any way 
of indicating the operating revenues for the separate regions? 3 
Mr. VAucHAN: Mr. Cooper might explain how our regional accounts are _ 
kept. . 
Mr. Cooper: We keep an account of our revenues and expenditures on the — 
different regions, Atlantic, central, western. 
Mr. NicHotson: Have you any indication as to which is the more profitable? _ 
Mr. Watton: There is no doubt about the fact that our central region — 
is the most profitable. ; 
Mr. VaucHan: The central region is much more profitable than any other 
of our regions. The western comes next, and then the Atlantic, the Atlantic iq 
region is not profitable at all. | 
Mr. Murcu: That is due to the concentration of traffic and shorter hauls, — 
is it not? | 
Mr. VaucHan: The central region serves quite a large industrial area. : 


Mr. Emmerson: Have you got a breakdown of these different regions that — 
could be submitted showing the revenues and expenditures? 


Mr. VAUGHAN: We could file that I think. 


Mr. Emmerson: If that is the case, I would like to have a further break- 
down, if possible, (going back to page 16,) a comparative statement on loco- 
motive repairs. I would like particularly to have a statement with respect to | 
the Atlantic region on the Moncton shop for 1945—let us say, for 1942 to 1945. — 
Would it be possible to get that? 3 


Mr. Watton: I think probably we would have to combine the Moncton — 
and Riviere du Loup shops, both are in the Atlantic region. a 


3 
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Mr. Emmerson: Even at that it would be of some use. I think I raised 
the question at a former meeting of the committee with regard to the work done 
in the Moncton locomotive shops. I would like to ask Mr. Walton if there was 
some 75 locomotives taken from the Atlantic region in 1945 to the Montreal 
shops for overhaul. 3 

Mr. Watton: I have not the exact number before me, but a considerable 
number were moved to other shops for repairs. In that connection, locomotives 
are not necessarily repaired at the point where they come due for repairs. There 
is a situation there which is not particularly applicable to the Atlantic region. 
We have to transfer locomotives from one region to another as business fluc- 
tuates and at various times of the year. A considerable number may be sent 
to the western region, to western Canada in time for the grain movement. 
Engines must be sent to the Atlantic region in time for the winter export move- 
ment, and so on. These engines may come due for repairs on the Atlantic 
region when they have put in a comparatively small proportion of their mileage 
on that region and it would not be a workable arrangement to hold the engines 
at the point where they are taken out of service for repairs at that particular 
point. These engines are moved all over the road, they are interchangeable, 
they are not confined to any one region, with the possible exception of a few 
special design locomotives. Repair work may be done at any one of our repair 
shops. 

Mr. Emmerson: That is very true, Mr. Walton, but is seems sometimes 
that the transfers are made out of the Atlantic region and they hesitate on the 
way down to get an overhaul and come to the region in first class shape; and 
then, when they are being transferred back, taken from the region, they stop 
rather conveniently on their way by these points. 

Mr. Watton: No, I would not say that takes place. It might in the odd 
instance. If you are looking at it from the point of a repair situation, our 
Moncton shop itself is om a high level of efficiency. 

Mr. Emmerson: It is on a higher jevel than it has been for many years. 

Mr. Watton: Yes, and it is handling all the repairs that it can handle 
and they are doing it well. The only way in which the Moncton shops could 
handle any more repairs on locomotives than they are at the present time, 
would be to put on a night shift. 

Mr. Emmerson: You think that is the only way in which it could be done? 

Mr. Watton: I think so. 

Mr. Emmerson: If the efficiency of the shop went up would you not get 
more production? 

Mr. Watton: Yes, but the Moncton shops show a good level of efficiency 
at the present time. 

Mr. Emmerson: Just within the last two or three months? | 


Mr. Watton: No, longer than that. There was a time after the opening 
of the new shop that they had to get used to the new set-up. The old shop 
had a poor layout admittedly, but even in a new shop it takes time to get 
things properly working. That has now been done and we are well satisfied 
in recent times with the level of efficiency in the Moncton shops. 


Mr. Emmerson: Now, Mr. Walton, how does the unit cost compare, say in 


. 1945 as compared with 1942, 1943 and 1944 and so on? 


Mr. Watton: 1945 was considerably better than those years you mention. 
Some of the other shops showed an improvement, too. During the war years 
we were obliged to take any help we could get. You know the story of how 
many thousand of our employees went into the armed services. And naturally, 


-many of those were younger men, and many had just finished their apprentice- 
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ship, and were at the peak efficiency, doing the best work. They had to be 
replaced by men, some of whom we had to take from garages; we just had to 
take anyone we could get, with the result that a lower rate of efficiency could 
not be avoided. And that condition did not apply to the shops only, it applied 
to various other lines of our work. Now, that has been picking up recently 
and we are satisfied—we are not satisfied, we would like to do better, but it is 
at a good level at the present time. 

Mr. Emmerson: On the matter of unit costs, that is all based on records, 
you have a record of how much it costs to remove, repair and replace different 
parts. Have you any separate audit of costs in the Moncton shops? 

Mr. Wauton: Yes, we have what is, called— 

Mr. Emmerson: I mean from ovtside auditors, the same as you used to have 
five or six years ago. 

Mr. Watton: We have what is called our shop methods department which 
assesses the value of the various work units. 

Mr. Emmerson: Which checks up and sees that the right costs— 

Mr. Watton: —are applied to the job. 

Mr, Emmerson: And not rum over. 

Mr. Watton: That is right, and that applies also at the other shops as well 
as Moncton. 

Mr. Emmerson: Has that been the set-up at Moncton during the last four 
or five months, have they been working there? 


Mr. Watton: I presume they have. That is our regular custom. I am 

sure I would know if that were not being done. 

Mr. Emmerson: They are asked to check up and see the work being done? 
Mr. Wauton: Certainly. | 
Mr. Rew: Mr. Chairman, I brought up a question last year which may seem 

trivial, but it 1s one which involves a principle. It has to do with the amount 
of money, however small or great, collected on meals from passengers travelling 
through the Province of Saskatchewan. That is something which has been going 
on for quite a number of years. I asked in the committee last year if I could 
have the amount collected from passengers on meals, the amount of tax collected 
on meals at stations or in dining cars from passengers passing through the 
province of Saskatchewan. There must be a record of that somewhere. 


Mr. VaucHan: I think we explained last year that it would be a very 
difficult thing to obtain. These passengers are on continuous trips, a good many 
of the people. concerned are moving from one part of the country to the other. It 
would. be a job to figure out. 

Mr. Rem: Yes, but surely, Mr. Vaughan, you are not trying to tell the com- 
mittee that you take money from passengers in the form of a tax and do not 
account for it, that you do not account to the province of Saskatchewan for the 
amount you collect. There must be some record of it. 

Mr. VaucHan: We can certainly give you the amount we pay in the form 
of taxes to the province of Saskatchewan. 

Mr. Ret: I may say personally that I think it is unconstitutional; however, 
that has nothing to do with this committee at the moment. 

Mr. VaugHaAN: We can give you, if you so desire, a statement of the taxes 
we pay to the province, and what it is based on. 

Mr. Gisson: I think it was the tax on meals in which he was particularly 
interested. 
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Mr. Rei: I was curious to know the amount. 


meals, and surely there must be a record of it somewhere. 


Mr. VAUGHAN: 


you know if the records are available, Mr. Cooper? 
Mr. Cooper: If it was paid to the province there would be a record. 
Mr. Rei: There must be a record of it. 
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It is a tax collected on 


We will see if we have any records along that line. Do 


That has been going on in the 
province of Saskatchewan for a number of years. 


Mr. NicHotson: You follow the same practice in other provinces too, do 


you not? 


Mr. Rein: I intended my question to apply to whatever provinces it may 


affect. 


I do not travel in the province of Quebec very often so I do not. know 


what the practice is there, but I do travel through the province of Saskatchewan 
frequently and I know that it has been going on there for the past ten years 


anyway. 


Mr. Murcu: I do not think you could get it back. 


Mr. VAUGHAN: 


We will check that up. 


Mr. Rew: And my second question is this, have you any figures as to the 
amount of money it costs you to run to Vancouver from your terminal at Port 


Mann? You have no running rights through to Vancouver at all. 
to know what it costs you.per year. 

We will be glad to file here the amount of money we pay to 
the Great Northern for running rights. 


Mr. VAUGHAN: 


I would like 


Mr. Nicuotson: In filing a report of the amount of money collected in 
Saskatchewan in respect to the educational tax, you might also file the amount 


which you collected in Quebec. 
get them both at the same time. 


is on the meals served in the dining car. 


Mr. VauGHan:, We will try to get that for you. 


I presume it would not “be too much trouble to 
I understand that the tax you collect in Quebec 


Mr. Rew: And may we have similar information with respect to any other 
province where such an arrangement applies, if there are any others, please let 


us have them also. 


The AcriING CHAIRMAN: Page 32. 
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1945 
8,836,831 
470,431 
1,853,887 
1,370,197 
85,227 
116,848 


cece eee 


155,894 
WITT 274 
2,120,249 

253,578 

79,755 
91,224 

432,482 

411,572 

261,268 


eee ee @ 


725,845 


18,442,565 


Year 
1944 
8,846,923 
346,596 
1,757,427 
1,414, 851, 
124, 038° 
188,933 


28,015 


ces eee 


1,066,804 
2,109,663 
329,441 
77,184 
107,381 
350,468 
337,906 
251,533 


709,533 


eee eee 


18,046,696 


Year 
1943 
6,433,610 
461,393 
1,707 .204 
1,567,989 
106,094 
271,184 


60.6495 


> ee eee 


979,580 
2,152,140 
208.439 
67.993 
87,692 
291,247 
324,671 
231,413 


615,869 


oe te oe 


15,567,163 


Year 
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11,809,850 
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REVENUE TONNAGE BY COMMODITIES—Concluded 


ANIMAL Propwucts: 
Horses. 
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Year Year 
39,772 35,241 
296,403 264,180 
29,319 21,914 
355,417 285,797 
31,890 27,457 
156,158 126,892 
399,829 318,182 
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79,460 68,203 
92,351 79,535 
1,889,083 1,622,515 
2,485,751 2,636,434 
9,335,488 9.983,156 
1,703,873 1,975,152 
1,232,219 1,228,110 
137,451 338,355 
196,934 225,870 
3,057,685 4,556,495 
750,669 836,148 
1,409,881 1.506,195 
1,995,647 1.971.865 
81,076 67,622 
629,573 535,876 
197.498 128,529 
498 454 498,973 
1,234,542 1,290,365 
24,946,741 27,779,145 
568,608 544,002 
759,108 668,884 
105,531 56,170 
3,024,054 3,099,099 
4,099,984 4,114,300 
310,578 226,255 
9,367,863 8,708,710 
54,250,383 53,677,533 


Mr. Jackman: When a province has a corporate income tax do you as 


to pay income tax with respect to your operations in that province? 


railways with the provinces with respect to taxation. 


Mr. VaucHan: We 


are at the moment. 


The ActING CHAIRMAN: Page 33. Page 34. Page 365. 


Mr. VAUGHAN: Frequently there are special arrangements made by the 


Mr. JAcKMAN: Have you made any representations to the province 
Saskatchewan with regard to the proposed corporation tax in that province? 
have made a good many 


representations to 
Saskatchewan. Just offhand I do not know in what position these representations — 


\ 


1,469,345 


24,630,847 


8,386,961 
46,297,003 


see eee 


eee eee 


2,612,070 
9,181,800 
1,716,941 
1,010,864 

177,898 

239,528 
2,707,385 


827,158 
1,801,655 
2,069,652 

70,646 _ 

356,870 

177,268 

476,942 
1,204,170 


491,042 

582,401 
71,450 - 

2,683,141 


4,300,022 
258,905 
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REVENUE TONNAGE BY COMMODITIES—Continued 


Brought Forward. ... 


MANUFACTURES AND MISCELLANEOUS: 


Ree SOLE Ol pes ag yA Me Dade eI Saavik Nb ik 
Petroleum Oils and Petroleum Products 

(except asphalt and gasoline)........... 
BUST mete Rye teu hai vets, Strand vind tal eae ey 
Tron, Pig and DSTO Bede Se. A. eee ta eke 
Rails AT WARLORDS aba me ite re Laks ape 2 
Tron and Steel (bar, sheet, structural, pipe) 
Castings, Machinery and Boilers.......... 
Cement, aii REY UNG Orgy Sie cu ie RR A 
Brick ea “Ar tificial ROLE DY Seow pe Nt) Raa ee 
Meier an bts abe Trey lien cS MN lia cue BALL 
Pewer Pipesand (rai  Lilew Yuwie de wants 


Agricultural Implements and Vehicles other 
PIAA COR A aco eh she de earch ts avai ees ik Lie 


Automobiles, Nt Trueks and Auto Parts. 
Household Goods and Settlers Effects 
POUPTLCULE Shc) shen s 
La EVIC Toe ah dol abetted a Gale pv: ea a Ra ORR 
Fertilizers, All ids 
Newsprint Paper. . 
RISE Paper yw rN hs lame meray ni A) 
Paper Board, Pulpboard and Wallboard 
(paper). Bil ec ees fasce My S JSRa ET HASTeC OU RCO 
NO ORED UT ne Nes tr aren. etoee . aden ane NG 
Fish (fresh, frozen, CUED. GLC ba eeie eee) 


Canned Goods (all canned food ine ts 
except meats). 


Canned Goods (all cared ood products). 
Other Manufactures and Miscellaneous. . 
Merchandise (all L.C.L. freight) 


PEGs r es Oi O Wl) ue eadahs aie tarana k ha TV te Aes A) 
Grandi Total, se.) oe. 


oe ep eo © 


eeoecer ee eee ese ee os sev easeae 


ee ee ee er er 


eee ee eos 


Year 
1945 
Tons 


54,184,177 


1,391,244 


1,767,601 
375,950 
288,527 

61,635 

1,733,839 
259,747 
488,525 
213.776 
367,387 

30,085 


228,674 
1,701,549 
20,268 
49,525 
473,298 
1,130,242 
1,462,742 
317,307 


400,422 
1,295,781 
164,628 


624,518 
8,709,255 
2,200,594 


25,797,119 
79,941,296 


Year 
1944 
Tons 


54,250,383 


2,191,200 


1,619,419 
424,855 
249,784 
106,919 

1,685,688 
230,878 
419,206 
202,515 
400,787 

23,306 


203,875 
2,171,116 
20,225 
43,806 
463,502 
920,518 
1,543,708 
286,926 


340,182 
1,297,012 
124,218 


528,836 
8,907,430 
2,194,885 


26,600,796 


80,851,179 


Year 
1943 
Tons 


53,677,533 


1,766,540 


1,780,340 
335,051 
251,209 

29,046 

2,323,745 
294,603 
541,035 
240,760 
436,248 

29,581 


147,659 
2,287,630 
14,356 
44,054 
377,705 
809,155 
1,591,989 
251,086 


326,152 


1,445,684 
122,57 


466.164 
8,737,518 
2.099.359 


26,749,248 
80,426,781 
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Year 
1942 
Tons 


46,297,003 


1,434,251 


1,810,555 
261,127 
247,716 

29,256 


2,349,704 


283,261 
732,438 
281,353 
399,278 

34,352 


136,123 
2,161,027 
12;213 
52,732 
390,065 
667,740 
1,507,344 
238,903 


358,115 - 


1,342,551 
103,028 


469,156 


8,084,014 


1,861,932 
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WORLD-WIDE SERVICE 


The Canadian National maintains offices in the British Isles, Australia, 
New Zealand, France and the United States to render helpful service and to give — 
information in connection with the traffic and other interests of the Company — 
and of Canada generally. The principal offices of this kind are located at the 
following. points :— 


UNITED STATES CANADIAN NATIONAL HOTELS 

Piet OUNY Hate ate es rc mn mies ee tae Mass. HALIFAX, N.S. 

TAAL CE ASCE tiny eA Nes th ms SORE, bale gle IN Ys THE Nova ScorTrian 
Petru Im OAM Mila ture Miah ihe Peo Or Ala. 

peta LEAEW oe FSO AN nator Ore E! Nea Wedges ae yore its. ei Ne Be 

PAO CORO SA eee aM isla (C vatl Se Lee : 

Rica Stich eae get GR ae ie nS NRO Ohio CHARLOTTETOWN, P.E.I. 
ilemcland Wek kee ett, weir ue wes Sas Ohio THE CHARLOTTETOWN 

“WP a 089 oP aR ee A LP ean Mich. 
ee CURRENTS NS cans Gitte ey ia cae ake uae 

PML Me Nyon tee oy SR, OO IME TG ee ‘es 

: . OTTAWA, ONT. 
Grande apids * ta... aes Oh ee Mich. \ s 
PS UPIOMBE COME Cs anita oie t. eN ATE Mea eet Mage ae. Mo. CHATEAU LAURIER 
DORpeA NG) eat ee, eee gtie Ue Cal. 4 
ET ROTLGACIE Yt ko Mina toe Pea ais ae ast ee lowa 
ENPORIVIV LUT Si eter yen (aris ik MP Rtr ee Nori etn, WRONG Tenn. PORT ARTHUR, ONT. 
IMriwaukee oe vik kid haba tte he cap en Bane Wis. PRINCE ARTHUR HOTEL 
LINN a POUR AY Cees id eee eee ST Minn. 
ee di Sea he RN Mn VN A fan — 
IN wT leanne sia rhs! Ue iiteass, Gull aC alibokers a. 

*New York Bye En Toate UNE It tal A toate Bh N oY) WINNIPEG, MAN. 
ESTES 6 Sak AK OR A Ba Moh ope ah hen Mie et Neb. THE Fort GARRY 
TERLTALVCL ELLA te seer ku.G ieee Me ok, are a: 

PaCS OUT eh hoy et DEN Ce a Ne IE Pa. He 
Se : 
pexldoe Sle avte lial a ke sire) athe; aliacte we heer Frau e het le Malta) sho g terete a oe BRANDON, MAN. 
TPN TROL A CRN ak ot oP Vt. PRINCE Ebay Ab Tore, 
STU Lay RE eet NS BRIE MaRS Gr Deel em RR BS Mo oh hs 
SEEN. ese Rika AO I a RSA ct CRON ya a Minn 
ue WA meh nicht ov toh he ce Lee wat ie Ne Mich. SASKATOON, SASK. 
AMM AICTBCE. Was Sts, cuter es eh Lang Gal, THE BESSBOROUGH 
She RE Ste eave Se IER Rea abe Sere ee a Wash. 
SOU HED OTLEN GE ApAa en yu eh kote ae teh utters Ind. 
MOTE Ginter: ibe i ianigah as I ia Ohio ‘ * 
GEC Lee NERD Ne SIR Malet diese, Syian ® HNga ad) Okla. EDMONTON, ALTA. 
AN CRLLITEUOMS 187 Ie. gdh diane Wiley Pog Fe le DG; THE MAcbONALD 
GREAT BRITAIN 
Belfast .................Northern Ireland VANCOUVER, B.C. 
ty ALA EIA pit Sghe he CR lene Mae eek ee Wales “HOTEL VANCOUVER 
SPEAR O CW el ce et KL Peer ee ah ha Scotland _ Operated under the joint management of 
i Rar cnet ot mip Caan aianes. Pa anO a Seat ta) England Canadian National Railways and the Cana- 
Piendon ole) be cn ne ony fey ee England — dian Pacific Railway Company. 
DOULIEAM DEO. fal uae We a ven Vlg England 
FRANCE 
| SUMMER RESORT HOTELS 
| PORE TSS sph OEROG: 20 CRG Gear et ae Ie es ys France 
AUSTRALIA AND NEW ZEALAND JASPER PARK LODGE 
INE EL ROTL EE ot gs ane a) eC Australia J ASPER,- ALTA, 
Sydney Tse leram Michels aucts mentee Ames eee Australia MINAKI LODGE 
NY CR COM a Ge he che New Zealand MINAKI, ONT. 
*Industrial Development representatives PICTOU LODGE 
located at these points. Pricrovu, N.S. 


‘ 
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oe SIX YEARS OF WAR 


1940 1941 1942 1943 
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Some OUTSTANDING FAcTS OF CANADIAN NATIONAL RAILWAYS OPERATIONS 1940-1945 INCLUSIVE 


1944 1945 


Revenue Tons of Freight Carried—Total 433,195,137 


a 55,060,232 65,370,412 71,545,237 80,426,781 80,851,179 79,941,296 
ke Number of Revenue Passengers Carried—Totial 160,048,545. 
i 11,204,289 17,681,343 30,363,290 34,500,731 35,928,212 30,370,680 

Number of Telegrams and Cables Handled—Total 64,675,926 

8,758,272 10,000,957 10,862,351 11,650,492 11,382,207 12,021,647 
7 
4 Number of Express Shipments Handled—Total 85,095,087 
i 11,933,289 1257 42 boo 12,932,571 14,672,359 15,780,767 17,063,716 
: 
; Number of Hotel Guests—Total 4,351,689 : 

604,028 648,010 638,877 755,514 817,016 888,244 


| Payroll—Total $1,101,993,725 
 $132,584,063 $153,654,368 $17,042,773 $195,555 ,045 


A Operating Revenues—Total $2,243,095,405 
: $247,527 225 $304,376,778 $375,654,543 $440,615,955 


Operating Expenses—Total $1,771,603,68 
$202,519,813 $237,768,437 $288,998,675 $324,475,670: 


$222,649 ,839 $220,507 637 
$441,147,510 $433,773,394 


9 ; 
$362,547 ,043 $355,294,049 


; Net Operating Revenues—Total $471,491,718 


$45,007,412 $66,608,341 $86,655,868 $116,140,285 


$78,600,467 $78,479,345 


Surplus after Payment of Taxes, Interest due Public and the Government 


and all other Charges—Total $95,537,017 


$16,965,044* $4,016,327 $25,063,268 $35,639,412 
* Deficit. 
j Mr. Picarp: I move the adoption of the report. 


Mr. Gipson: I second the motion. 


$23,026,924 $24,756,130 


The Actinc CHAIRMAN: Gentlemen, you have heard the motion. Will those 


3 
in favour please say aye? Those opposed? 
I declare the motion carried. 


The Actinc CHAIRMAN: And now, gentlemen, we will proceed to a considera- 
tion of the budget. You all have copies of it before you, the Canadian National 
_ Railways budget for the year 1946. (Printed as Appendix “B”). 

Hon. Mr. Cuevrier: I think, Mr. Vaughan, the practice followed before 


3B 


- was that either yourself or Mr. Cooper read the various points of the budget 
' and questions were asked as we went along. Is there any obj ection to that 


procedure? 


Mr. VaucHan: All right, sir. Our operating budget for 1946 shows an 
anticipated surplus of $7,500,000. The details of that are on page 2. The capital 

budget shows additions and betterments for 1946 of $14,000,000. The comparable 
figure for 1945 is there. You will see that the comparable figure for 1945 was 
$15,008,000 and of that we were only able to expend $2,630,000. 


Mr. VaucHan: Shortage of material and labour. 


Mr. Murcu: Do you consider the situation has improved adequately to 


bring it back to the amount you figured on in 1945? 

Mr. VauGHAN: We are hoping that we will be able to get more material 
this year, and labour is more plentiful. New equipment—we propose to spend 
$8,863,000. The details of that will be found on page 3. Perhaps I had better 
go through the first page and we can go on to the details later. For the 


4 acquisition of the Manitoba Railway $7,000,000. 
a Mr. Grsson: Who owns that? — 
64143—6 


; 

a 

: 

° 

. Mr. Murcu: Was that due to shortage of material or labour? 
; 

| 
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Mr. VaucHan: The Northern Pacific Railway, under lease to the Canadiar 
Northern for nine hundred and ninety-nine years. 

Mr. Gisson: Have they guaranteed the bonds? / 

Mr. VaucHan: No, sir, that is a straight lease from the Northern Pacific 
Railway for nine hundred and ninety-nine years. The amount at which the 
line can be acquired is set out in the option, and that option can be exercised 
to-day and a considerable amount of money saved. 
Mr. Grsson: And you think it is a good buy at $7,000,000? 
Mr. VAUGHAN: Yes, we do. 
Mr. NicHotson: Where does this line originate? 
Mr. VAuGHAN: It is almost entirely in Manitoba. It runs from the 
Minnesota boundary through Winnipeg and Portage Laprairie and out through 
there. 

Mr. JACKMAN: I suppose they would have to pay taxes on the rentals you 
paid them, I mean to the income tax department? 

Mr. VAuauan: I do not know what they do about that, Mr. Jackman. 

Mr. JACKMAN: I am Just wondering whether or not from the point of view 
of the whole of Canada it would not be more economical—it might be more 
economical from the point of view of the system—but the treasury would be 
losing a considerable amount of money by reason of the loss of taxes if it goes 
into your hands. It might not be advantageous to acquire it. 


Mr. Vaucuan: It has been discussed with the Treasury and considered 
from all viewpoints and with respect to any agreement as to purchasing this 
land. > 


Mr. JAcKMAN: How much rental do you pay to the Great Northern? 
Mr. VAUGHAN: $300,000 per annum. 
Mr. Gisson: That is a good bargain. 


‘Mr. VaucHan: Acquisition of securities; there is an item of $410,000. 
Principal payments, $9,777,000. 


® Mr. Picarp: With respect to that item, does it mean that it is retired out 


of your operation costs, or is it retired by government loans? 


Mr. Cooper: As against gross requirements of $40,000,000, we have 
$17,000,000 of our own available and we expect to borrow $22,000,000 from the 
government. 


Mr. Picarp: But you have a total of $9,777,000? 


Mr. Cooprr: That enters into the total requirements of $40,000,000, against 
the total requirements we shall have available, $17,500,000; and we expect to 
borrow the difference. 

Mr. VAuGHAN: There is an item there atthe bottom: ‘Pursuant to the 
Trans-Canada Air Lines Act, 1937, the Canadian National Railway Company 
has subscribed for all of the shares of the capital stock of Trans-Canada Air 
Lines. The initial capital stock was $5,000,000, on which to December 31, 
1945, calls had been made amounting to $4,600,000. The capital stock was 
increased to $25,000,000 by the 1945 amendment to the Act. During 1946 the 
Canadian National Company may be required to meet additional calls on the 
capital stock amounting to $14,000,000 to enable Trans-Canada Air Lines and 
its subsidiaries to finance their 1946 capital budgets.” 

Mr. JAcKMAN: Are you expecting a call? 


¢ 
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Mr. VaucHan: Trans-Canada Air Lines has ordered new equipment as you 
already know, and a certain amount of it will be delivered this year, but you 
gentlemen will have an opportunity to question Trans-Canada Air Lines officers 
upon that when they come before this committee. 

Mr. JACKMAN: I understand the bill of divorcement of the airways from 
the railways has been postponed, has it not? 

Mr. VauGcHan: I do not know how long it has been postponed. On page 2 
you will find the details of our operating revenues. We estimate an operating 
revenue of $381,251,000 against a 1945 actual revenue of $429,565,715. 

Payment under Maritime Freight Rates Act: $3,042,000 as against a 1945 


actual of $3,519,878. 
Payment of deficit in the opertion of Prince Edward Island Car Ferry and 


Terminals: $707,000 as against 1945 actual $687,800. 

The total estimated revenue would be $385,000,000, as compared to 
$433,773,393 last year. 

Mr. Rem: Do you expect a drop to that extent, Mr. President? 

Mr. VAUGHAN: Yes, sir. We are just running about that right now, at the 
present time. 

Mr. Picarp: I think your budgetary experts are quite good to come within 
their budget since there is such a small difference. 

Mr. VauGHAN: Operating expenses in 1946 are estimated to be $325,500,000 
as against $355,294,048 last year. We hope to get a net operating revenue of 
$59,500,000 as against an actual operating revenue of $78,479,345 last year. Net 
income charges excluding interest: $7,174,000 as against $7,395,073 last year. . 
Interest on funded debt due to the public this year will be: $23,377,000 as 
against $26,021,784 last year. Interest on government loans are expected to be: 
$21,449,000; making a total of income charges of $52,000,000 and an estimated 
surplus of $7,500,000 as against an actual surplus of $24,756,130 last year. 

Mr. JACKMAN: You budgeted there for the interest on the repatriated 
securities? 

Mr. VAUGHAN: Yes, sir. Then there is a note down there: 

The 1946 budget includes $1,991,800 for contribution to the deficit 
of the L.C.R. & P.E.I. Provident Fund also $100,000 for contribution to 
the Grand Trunk Superannuation Fund Association. 

Mr. Emmerson: How does that budget compare to previous years? Is that 
contribution increasing every year? 

Mr. VAucHAN: I.think it is increasing rather than decreasing. 

Mr. Emmerson: We will have to come to a time when these old employees 
are gradually dying off. 

Mr. VAauGcHAN: They are retiring all the time and their pensions down there 
are quite high as compared to pensions on any other part of the system. 

Mr. Mutcu: When do you expect to reach a peak? 

Mr. Coorrr: In about ten or twelve years from now, 

Mr. Gipson: Is it not predicated on your wage scales? 

Mr. VAuGHAN: It is based upon the pensions paid to the men who have 
actually retired. 

Mr. Watton: The higher the wages the greater the contributions. 

Mr. VAUGHAN: It is very difficult to estimate. The next is page 3, 
additions and betterments. Atlantic region: 1946 budget, $1,686,067. Last year, 
actual, $750,440. The 1945 budget was for $1,341,350. 

Mr. Emmerson: Can we have an indication of what that is for? 
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Mr. Vaucuan: There is a breakdown on the next page. Central region: ee 


$5,914,660 as against an actual expenditure last year of $1,755,917. Western 


region, the figure is $3,109,860 as against an actual, last year, of $1,249,109. — 4 
Grand Trunk Western Railroad Company: $1,985,729 as against $840,456 last 


year. For the Central Vermont Railway: $344,931 as against a credit last year 
of $204,791. Subsidiary companies: $1,967,705 as against a credit last year of 
$765,261. Express, telegraphs, and other departments, $1,674,277 as against 
a credit last year of $220,725. Additions and betterments to equipment, 
$2,116,956 as against $546,443 last year. Equipment retirements: a credit of 
$1,800,185 as compared to a credit last year of $1,321,294, and the total would 
be $17,000,000 as against an actual expenditure last year of $2,630,294 and a 
budgeted expenditure in 1945 of $15,008,000. 

Less—Portion of projects included in the above 1946 requirements 

which will not be physically completed by December 31, 1946. 


Mr. Gipson: How much did you invest in the Pacific Communication System 
taken over from War Assets this year? I believe it was quite a substantial 
amount? 

Mr. Vaucuan: We did not invest very much ourselves in the Communication 
System, out there, except to the extent that we have bought some of their 
equipment since. The expenses of that were paid by the government and the 
work was done jointly by the Canadian National, the Canadian Pacific, and 
British Columbia Telephone. 

Mr. Gipson: But now you have taken them over into your own name, have 
you not? 

Mr. VaucHan: Not any great proportion of them as yet. 

Mr. Gipson: If it is not readily available, it will be all right because it 
will come up in due course. 

Mr. Rei: I wonder if you would be good enough to stop off at that New 
Westminster station and see what the Great Northern are doing, and see if it 
. is conducive to traffic? 

Mr. VaucHan: I will do so, Mr. Reid. 
Mr. Gisson: I put him off there in December and he looked very unhappy. 


Mr. Jackman: Do. you think the time will ever come when the system 
will not be asking the government for money for capital account? | 


Mr. VauGcuan: I think it is still a long way off. We are bound to have 
capital expenditures every year if we are to keep this railroad up to date. 


Mr. JAcKMAN: I mean capital expenditures beyond the amount you have 
for depreciation on rolling stock. An ordinary company would obtain its 
capital through depreciation of property, but you do not have a set-up for that. 
If this were a private company it might not be able to borrow on its own 
account. It would have to cut the cloth to fit the pattern. It might be quite 
unable to go ahead expanding in this way. But, having the treasury of the 
people to draw upon and to approve these budgets, you are able to go ahead 
with this expansion even though it does not appear, over a term, to add to 
the earnings of the railway. Surely there will come a time when parliament 
must consider whether or not it is going to keep on advancing millions and 
millions of dollars every year for capital expenditures for this railway which 
do not net any return to the taxpayers? } 


Mr. Cooper: That item in the budget of $9,777,000 is not an addition to 
the capital debt of the railway; it is entirely a refunding proposition. 


Mr. JackMAN: But referring to $22,550,000? 
Mr. Coorer: Out of the $22,550,000 the $9,777,000 is really a refunding. 
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Mr. Jackman: But if you take the $9,777,000 off you have got about 
$13,000,000 net capital expansion being put up by the taxpayers, yet we are 
foreshadowing greatly decreased revenues and we already have a proprietorship 
account of $9,777,000 on which we get a very small return. This year, I think 
it was 1 per cent. 

Mr. Coormr: The item of $7,000,000 can be considered substantially as a 
refunding proposition. 

Mr. JACKMAN: That takes it down to $5,000,000. 

Mr. Cooprr: We have $22,550,000 net capital of which $16,777,000 is 
substantially refunding, making additional capital of $5,773,000. | 
Mr. JAcKMAN: That is right. 

Mr. Cooper: And we expect to earn $7,500,000 from operations. So, 
according to our budget estimates we will not ask for any money from the 
eovernment, that is there will not be any increase in our capital debt in 1946. 
If we borrow $10,000,000 for refunding, it is not an addition to the debt. 

Mr. VaucHan: Every railroad in the United States have such a policy; 
when they buy new equipment, they issue new securities to cover it. 

Mr. JackMAN: Yes, but they often have receipts from their rolling ‘stock, 
or they pay it off gradually out of earnings. 

Mr. VaucHan: So do we; we pay it off serially each year. For example, 
here is an item out of the Canadian Pacific report; your approval will also be 
requested for capital appropriations of $42,000,000 in the year 1946. ‘Their 
capital budget is much higher than ours. 

Mr. Rem: What about this item I see here about hotels; what position is 
the new hotel in Vancouver in? How are they getting on financially? 

Mr. VaucHAN: We have been doing reasonably well there. A rental is 
being paid to the Canadian National for the use of the hotel and the operating 
company is making a little money and dividends have been paid for the last 
two vears to each railway on the operation of the hotel. 

Mr. Picarp: If we listened to your suggestion yesterday, or if the Canadian 
National were treated in the same way as American railways have been by 
being able to reduce their capital you would have been in a better position 
with respect to your surplus in 1946; you would not have to consider interest 
on government loans, and so on, if you were in the same position as the’ 
American railroads are after re-organization? 

Mr. VauGHAN: That is correct. 

Mr. Prcarp: To what extent do you figure you would be in a better position? 

Mr. VauaHan: It would be hard to figure such an estimate, Mr. Picard, 
but our whole position would be very much better if we had our fixed charges 
adjusted to a normal basis. 

Mr. Picarp: The same as has been done in the American companies? 

Mr. Jackman: They get a credit for the payment of surplus each year for 
debt which they owe, the same as the American railroads get a reduction in 
the bonds which they owe. 

Mr. Picarp: In Canada we have assimilated all the loans when the organiza- 
tion of the Canadian National took place which might have been passed on to 
the public as was done in the United States. 

Mr. JackKMAN: When they re-organized. 

Mr. VaucHan: When they re-organized so much capital and bonded indebt- 
edness was written off. 3 

Mr. Prcarp: But we have assimilated the whole of the charges and we 
still have them on our shoulders. 
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Mr. Jackman: In connection with the $42,000,000 of the Canadian Pacific — a 
_ Railway Company for capital expansion over the coming year, is that money 
to come from increasing bonded indebtedness?. | 

Mr. VaucHan: We have no way of knowing how they will finance that; 
I would not like to speak for the Canadian Pacific. But if they buy considerable 
new equipment I would be surprised if they did not make a public issue to pay 
FOR sits 

Mr. JAcKMAN: For new rolling stock? 

Mr. VaucHan: Yes. 

Mr. JACKMAN: It would probably come out of surplus earnings. In connec- 
tion with railroading on this continent, is it not a fact that they would all require 
—with perhaps an exception here and there—an increase in their bonded indebted- 
hess or proprietorship account, probably for decades ahead as far as we can 
see? Are they all still capital consuming industries? None of them has reached 
its peak yet. They all require money each year to improve their service beyond 
any amount coming out of their own till, out of their own operating charges. 
Do they have to go to the public every year, all the American railroads, to carry 
on expansion programs, or do some of them not have expansion programs? 

Mr. Vaucuan: I think that nearly all the railways, if they buy new equip- 
ment, issue securities to cover the equipment. 

Mr. JACKMAN: I realize that it is a very cheap way to finance railroads, 
but even so some of them are not increasing or doubling the amount of railway 
stock outstanding. 

Mr. VaucHan: That may be so, but funds for expansion, in one way or 
another, may be built up from reserve, built up in the last few years. 

Mr. Watton: They are appealing for increased freight rates in the US. at 
the present time for that purpose. 

Mr. Jackman: Wouldn’t that be a better way than for us to keep asking 
the public for more money? 

Mr. Rem: If you increase the freight rates, be sure to increase them for 
the central provinces. 

Mr. VaucHan: Our position has been improving right along. 

The Acrina Cuarrman: Is is the wish of the committee to adjourn now 
until 11 o’clock tomorrow? 

Mr. Picarp: I was about to say: that since we have gone into the details 
of most of this in this year’s balance sheet and operations and expenditures, and 
since this is along the same line, could we move the approval of the budget today 
and so get rid of it? There are only questions of detail? 

Hon. Mr, Curvrier: We have gone over the greater part of it with respect 
to last year. 

Mr. Picarp: We have questioned the officers about most of these things. 

Hon. Mr. Curvrier: Mr. Reid has one question he would like to ask. 

Mr. VaucHan: We might deal with that budget when we deal with the 
West Indies Steamships: budget. 

Mr. Nicuotson: If we are meeting tomorrow I think we might adjourn 
now and continue with this. Some of us have not had a chance to look through 
this yet. I think we will finish tomorrow anyway. 


The committee adjourned at 6.05 p.m. to meet again on Thursday, May 16, 
1946, at 11 o’clock a.m. 
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SUMMARY OF FINANCIAL REQUIREMENTS—YEAR 1946 


— 1945 1945 1946 Details 
; q Budget Actual Budget on Page 
$ $ $ 
OPrERATING BupDGET— 
SEIT) IRI LIM OC eT eet rd OR RT NS pot Mee ck Mite oe: 25,000,000! 24,756,130} 7,500,000 2 
CapitaL BupDGET— 
PY CATIONS BUG. BOLLOLMIENES seal. Sein dk in. lle sivas he wanes 15,008,000} 2,630,294} 14,000,000 3 
INOW NIC UIDNIEN bow uaeeede aera cieht aid cons tals okey o's pt de 24,606,000) 10,078,911 8,863, 000 4 
Pequisitian OL Manitoba ailwe vices. sus cian ges Sree ds atid cane [Sn eceerey oes 7,000, 000 5 
EV OG UISIEIOM OL OOCULILIOR Toft. o a Saccets ive teres ens ets wee 1,015, 000 829, 020 410,000 6 


Retirement of Maturing Capital Obligations, including 
Sinking Fund and Equipment Trust Principal Pay- 
MELON Deo st ae ee WN ee A Ma ond Doma verde packs Sassy: 10,777,000; 10,771,225) 9,777,000 


51,406, 000 24, 309,450} 40,050,000 


“I 


Less amounts available from Reserves for Deprecia- 
tion and Debt Discount Amortization.............. 18,000,000) 16,775,951} 17,500,000 


‘otal Canitalypudget: nt oc.dacna otete dah 33,406,000} 7,533,499} 22,550,000 


Statutory AUTHORIZATION— 


Pursuant to The Trans-Canada Air Lite Act, 1937, the Canadian National Railway Company has 
subscribed for all of the shares of the capital stock of Trans-Canada Air Lines. The initial capital stock 
was $5,000,000, on which to December 3lst, 1945, calls had been made amounting to $4,600,000. The 
capital stock was increased to $25,000,000 by the 1945 amendment to the Act. During 1946 the Canadian 


- National Company may be required to meet additional calls on the capital stock amounting to $14,000,000 


to enable Trans-Canada Air Lines and its subsidiaries to finance their 1946 capital budgets. 


OPERATING BUDGET 


—— 1945 1945 1946 
Budget Actual Budget 
4 $ $ $ 
Operating Revenues— 

(a) Operating Revenues, excluding (b) and (c).................. 428,657,000} 429,565,715! 381, 251,000 

(b) Payment under Maritime Freight Rates Act (20%).:........ 3, 630, 000 3,519, 878 3,042,000 
(c) Payment of deficit in the operation of P.E.I. Car Ferry and 

TRESS gute hr 2 Res Mon 2. Meets CA Uk AM ee tS Gs Ae te OEE AR 713,000 687, 800 707,000 

433,000,000} 433,773,393] 385,000,000 

Operating HMxpenses.....2.20052.00).204. Be Sa ee arte IRAE 5 picik. 354, 800, 000} 355, 294,048) 325, 500, 000 

Pei TCLALLI NS MOV ONUCH Mt. oT ame toh. Gomme Ss aot utee s Asks Waeracee aaa oe 78,200,000) 78,479,345} 59,500,000 

Net Income Charges, excluding interest..................0. e000 05s 6,909,000! 7,395,073 7,174,000 

BnLerosy On Funded Debt PubDliGirud..saue ne cf aioe su ts ce as aad 26,035,000} 26,021,784) 23,377,000 

DEST eESOION CaO VETDINCU GOALS sot slrie is. aie ial arec a wie is eee ae be Miete 20, 256,000} 20,306,358} 21,449,000 

Total Income charges............. Daal atten SAM CS ok 53,200,000} 53,723,215) 52,000,000 

oT IA CR cal DET ag ats A Pi 3 Ae ae be A Oh a ee Pe 25,000,000) 24,756,130) 7,500,000 


Nore.—The 1946 Budget includes $1,991,800 for contribution to the deficit of the I.C.R. and P.E.I. 
Provident Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund Association. 
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ADDITIONS AND BETTERMENTS | 


va ; 1945 1945 1946 
Budget Actual Budget 


see fe a | i 
$ $ $ 


ADDITIONS AND BETTERMENTS— 


PAB LAAIAC: CELL FON Site des Sete ee oa ll NRRL, | EON NIE Ie aie gine 1,341,350 750,440) 1, 686, 067 
PU ON ETA ALOR TOM Ne? gin ct cee bc Eee, Rn af Uae 6, 109, 624 1,755,917} 5,914,660 
WV ESECTI ORION eee Neen Uy A ain NRE cg ele a RAL ae 2,963,779 1,249,109} 3,109,860 
Grand “Crunk: Western: Railroad Comipany.... e010) ae 1, 529, 246 840,456} 1,985,729 
Central Vermont Railway..................5- Bas Day’ LI i ea aps 203,045|Cr. 204,791 344,931 
RD eiUtaay COUR PANGS 6 ie. Ligh Rey ets Ole nur ml NEM MMT | ee 281,097|Cr. 765,261 1, 967,705 
Express, Telegraphs, and other departments.................... 2,089,009}Cr. 220,725} 1,674,277 
Additions and Betterments to Equipment....................4. 2,519, 845 546,443} 2,116,956 


Ecuipment: Retirements 2.0.25) Oy A Okt tena haste Cr. 2, 028 , 995] Cr.1,321, 294)Cr.1 ,800, 185 


15,008,000} 2,630,294) 17,000,000 
Lzess.—Portion of projects included in the above 1946 require- 
ments which will not be physically completed by December 31, 
ILL Uy sell th lu i apa © ag er ae ee Ae RRM east 0) QU le Othe Ay SAI Mb gE ph Fe nga AL ROS 3,000, 000 


PRO Ge SC tine ig ea tian Mio lebidlg di Tat alk wee ects UPL ee NE Ge 15,008,000} 2,630,294; 14,000,000 


(see attachment Page 3-A) 
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CANADIAN NATIONAL RAILWAY SYSTEM 


New Equipment Purchases 


Canadian National Railway System 
650 Box Cars to be delivered between January 1, 1946 and March 31, 1946, 
at a cost of $2,872,000. (part lot of 2,500 cars from 1945 program). 


10 Diesel Switchers. Delivery _expected in 1946. 
6 Diesel Switchers—G.T.W. Delivery expected in 1946. 


Total Cost including Sales Tax and Inspection Charges..... $ 8,863,000 


:. To be financed through the 1945 Hire Purchase Agreement. No budget 
: funds required. : 

q Equipment for which financial provision is required in 1946:— 

a 30 Coaches. Authorized in 1944 Budget. Delivery expected in 1946. 

y 10 Baggage Cars. Authorized in 1944 Budget. Delivery expected in 1946. 

4 200 Refrigerator Cars. Authorized in 1945 Budget. Delivery expected in 1946. 
a 400 Box Cars. G.T.W. Authorized in 1945 Budget. Delivery expected in 1946. 
: 10 Mail and Express Cars. Delivery expected in 1946. 


Be Equipment for which orders will be placed in 1946 but for which financial provision is 
_ not required in 1946:— 


a 20 Sleepers. Delivery expected in 1947. 
4 100 Refrigerator Cars. Order to be placed in 1946 but delivery expected in 1947. 
Total Cost including Sales Tax and Inspection Charges..... $ 3,715,000 


CANADIAN NATIONAL RAILWAYS 


eA . Acquisition of the Lines of The Manitoba Railway Company 
2 The Manitoba Railway Company is an amalgamation of:— 
Northern Pacific & Manitoba Railway 


Le Winnipeg Transfer Company | 
Portage & North Western Railway 


4 Washada & North Eastern Railway (No mileage constructed). 

q Mileage of the lines is as under:— 

4 SURV aa Tee LC bo Pg ne ASN arn cok oa at efe'a, We abegenas eG 9 ay 4 abc eae 3) 9 Se 348-81 
4 ee COMED LAUER LUE o Pae fete) hee ea als. cho jakaihes ad 6 Sedaboretis, eshelte wilo'is 9 a) bemri= lle 4-29 
4 Spire sidimosiand yard tracked yes lal Ses wiginla es uiciane « 137:66 


These lines comprise important connecting links for our train operations through Winnipeg 


Terminal and to Portage la Prairie and Brandon _as well as_ the line over which Northern 
Pacific and Great Northern trains operate into Winnipeg. Capital expenditures by C.N.R. 


ee 


a for improvements during the term of the lease to December 31, 1945, amounted to $966,001.55. 
1 . On January 15, 1901, these lines were leased to the Province of Manitoba for 999 years. 
On February 11, 1901, the lease, together with option to purchase, was assigned to the Canadian 
Northern Railway Company. The rental was:— 

4 : POOR VOOT eT cae Seog tnn eee da aba Mel ay «ater ata Ril cle $210,000 per annum 

i Second 10 years......... cece cece eee tee eee e tenes 225,000° * a 

Fj PETAL RVC a elate cinta mela my eat a aan sah eia ler ata aya ans 275,000 “ he 

a Tieriiatntne ys POLIO’ payee Ph cles Was Call gg oles ee eels fe 300,000 i 

4 The present estimated annual saving resulting from the purchase of the lines is:— 

a Presena Nn ah PeTiLal trier gee Ce aftss is ey slaved apse) Dn Ie a oiahe vugtesd shape $ 300,000 00 

‘a Purchase price of $7,000,000 at interest rate of, say, 3%....... 210,000 00 

a PRYING ABAY We Mee tee ol Batre ee, Minn) C'a.d Viger Rk ata lo anes $ 90,000 00 


The option to purchase is for $7,000,000 at any time during the lease. 
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CANADIAN NATIONAL RAILWAYS 


ACQUISITION OF SECURITIES | 


RETIREMENT OF MATURING CAPITAL OBLIGATIONS, INCLUDING SINKING FUND 
AND EQUIPMENT TRUST PRINCIPAL PAYMENTS 


1945 1945 1946. 

Budget Actual Budget 

§ § 3m 

Toronto Terminals Railway— F 

Joint with Canadian Pacific Railway Co. Ae 

General Additions and Betterments— “ 9 

GUNLB, proportion 500.006). Cr senor Sane ane ln T00,,000-),' 100,000 1.0.9) ag i 

a 

Northern Alberta Railways— fe 

Joint with Canadian Pacific Railway Co. t i 

General Additions and Betterments— , 

CHIT DrOpPOLerOn OU Tey ey 6s ook eee oer aes a 600, 000 400, 000 250,000 

Chicago and Western Indiana Railroad ‘y 

Advances under agreement of March 1/36..................45. 150, 000 155, 244 160, 000 ; 

Atlantic and St. Lawrence Railroad : : 
Burenase ot Gapital Stock jy pais ei bile etal aes sine el Meade tate 10, 000 17, 4240 Se! ae 

Northern Railway of Canada 

Govt hird Preferential Bonds) 34. ( gh sane Wt ae ar eee RECs CUTE ane ASE Pou Ti eiaree 

Stanstead, Shefford and Chambly Railroad Company | 

Purchase ol 4% -Debenture Bonds: Swe ea ee 155, 000 Tab NSS Tt) aaa nie 

1,015, 000 829, 020 410,000 | 

; 

a 


od 1945 1945 1946 
Budget Actual Budget ‘ 
a 
$ $ $ . 
RETIREMENT OF MatuRING Capital OBLIGATIONS— | 
Indebtedness to State of Michigan re Wider Woodward Avenue, > 
Bsa ONY ANODE TAC aA LN SOLE ROUT POR TEMVE. OO Re WMP ORCA oor ATU ul pa iM Eo 430, 000 430, 668 430, 000 
54% Province of New Brunswick Debentures.................... 818, 000 $28,000) 0. yee 5 ee 
1,248,000 | 1,248, 668 430,000 
SInkING Funp PayMENTS— | 
2% Canadian National Rlys. Guar. Deb. Stock ees fea NE AR ACH MQ a anu Cre 5; S40 ae 
4% St. John and Quebec Rly. Ist Mtge. Deb. Stock...:......... 6, 227 6, 227 6, 227 
6, 227 By ie 6,227. 
EQuiIepMENT PRINCIPAL PAYMENTS— , 
44% Can. National Rly. Equip. Trust Series ‘‘L’’............... 1),050; 000.4) 1,050, 000 sr alee 
25% Can. National Rly. Equip. Trust Series ‘O’':.....0........ 1,430,000 | .1,430, 000 1,430, 000 » 
22% Can. National Rly. Equip. Trust Series “‘P’)...... 2265.0... 500, 000 500, 000 500, 000 
217, Can. National Rly. Equip. Trust Series ‘‘Q’’............... 650, 000 650, 000 650,000 
3% Purchase of Rly. Equip. 1936 (Dom. Gov't) Repayable 
POR LODO SG Te dhe ites Yak beidaera lai bua ies tet ates waAa MCR EAC ie OMe LlAN UICC 517,173 517,173 517,173 
33% Purchase of Rly. Equip. 1940 (Dom. Gov’t) Repayable 
OA LO trey eee see C7) Eh oA HIN RSs out 1 (I SAL nee ME MP, TC 991,968 991,968 991,968 
34% Purchase of Rly. Equip. 1941 (Dom. Gov’t) Repayable 
1X ES Ey Pe a Rene Ae AU eR Ae Oa Mal Med SEER UCHR Ged FLSA VR OU Ge ke Meow 1,382,634 | 1,382,634 1,382, 634 
28% Beecae of Rly. Equip. 1948 (Dom. Gov’t) Repayable vi 
yr OBO Wt a Pe ee aan UD oh ORC ea My PON RO Re Mg 1,561,667 | 1,561, 667 1,561,667 
28% eriewen of Rly. Equip. 1944 (Dom. Gov’t) Repayable ‘ 
ROG ODO eh ik Me ee OW te BUNS he): Na I 7AM i a oN a Mead Ce 868, 728 868, 728 868,728 
2295 Purchase of Rly. Equip. 1945 (Dom. Gov’t) Repayable | 
MOAB MO GO Le Wty ti, GHl ie eae otal aha sath cup wis MnO 1AM te UB a cal ed Ra Mehta Cal SOR Ties Ba mR dr aE Frat 868,411 18 
219% Grand Trunk Western RR. Equip. Trust 1941.............. 570, 000 570, 000 570,000 
’ 


9,522,170 | 9,522,170 9,340,581 — 


————— [Ss vie 


10,777,000 | 10,771,225 | 9,777,000 va 
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1945 1945 1946 
Budget Actual Budget 

5 | | r $ $ $ 
OPERATING BuDGET— 

BPE NOLALING: INC VORUCS nalts cae itsrintes- c Was aati h ate + hare, Ses + sled Sips 4,503,272 | 4,412,251 3,677, 000 
if Operating Expenses...... vd pe Baad fall SS Vc lfes ea din es OA Pag a 2,850,584 | 2,849,091 2,790, 000 
| ie Net Operating Income...0. 016.2 eee 1,652,688 | 1,563,160 887, 000 
iy interesti income, ebGras. (ava ee es ooh A deh ap Ye sR coc oan iinet DENS a Oe 216, 842 175, 000 
| Interest Requirements on 5%—25- Year Bonds due 1955, principal 
aa amount $9,400,000). eee ete eee ee ee nena ea ea ee es 470, 000 470, 000 470, 000 
2 Bie U.S. Exchange premium on bond interest....................05- 51,700 50,917 “49, 500 ~ 
‘i ; Interest on Government Notes and Advances...............205- 145,988 142, 999 126, 500 
Beerrourpliss 0. ar. aa Me uraat bots 985,000 | 1, 116, 686 416,000 
e | | 

Carita Bupert— | ‘ 
io Purchase of 3 diesel-driven cargo VOSSGLS tie ORI S Rea OU Ys gm he Aad hae iN hs As LIC 3, 750, 000 
; Purchase of vessel from Park Steamship Company NEE TN aca SUNG Ua gr Ree CASE RAMA Ad 450, 000 
er iil eet yo ee OL ae tat etna se 4, 200, 000 


MSHIPS, LIMITED 


_ Nors.—Funds for the purchase of these four vessels will be taken from the Vessel Replacement Fund. 
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MINUTES OF PROCEEDINGS 


Room 497, House or CoMMons, 


Tuurspay, 16th May, 1946. 


The Sessional Committee on Railways and Shipping, owned, operated and 
controlled by the Government, met this day at 11.00 o’clock am., Mr. 
McCulloch (Pictow) in the chair. 


Members present; Messrs. Chevrier, Bourget, Emmerson, Gibson, (Comoz- 
Alberni), Harris (Grey-Bruce), Hazen, Jackman, Kuhl, McCulloch (Pictou), 
Moore, Mutch, Nicholson, Picard, Pouliot, Reid—15. 


In attendance: (Representing Canadian National Railways): Mr. R. C. 
Vaughan, Chairman and President; Mr. N. B. Walton, C.B.E.; Mr. T. H. 
Cooper; Mr. N. J. Macmillan, General Counsel; Mr. W: 8. Thompson, Director 
of Public Relations and Mr. 8. H. May, General Auditor; (Representing G. A. 
Touche & Company, Auditors for National Railways): Mr. O. A. Matthews; 
(Representing Department of Transport): Mr. C. P. Edwards, Deputy Minister 
and Mr. F. M. Maclennan, Assistant Deputy Minister and Comptroller. 


Mr. Vaughan filed replies to questions previously asked by Messrs. Reid, 
Nicholson, Jackman; also a statement showing C.N.R. revenues and expendi- 
tures by Regions for 1945. 


Mr. Pouliot asked to put on record a tribute to the excellent work done 
during the period of the war by the following C.N.R. officials: Mr. J. P. 
Johnson, Moncton, Vice-President and General Manager, Atlantic Region and 
Mr. Frank Griffin, General Superintendent, Quebec City. 


Consideration was resumed of the 1946 Budget for Canadian National 
Railways. 


On motion of Mr. Reid, it was 


Resolved——That the Committee adopt the Canadian Natoinal Railways 


Budget for 1946. Carried on division. 


Mr. Vaughan gave a short history of Canadian National (West Indies) 
Steamship Line and was questioned thereon. 


Mr. Vaughan read the Annual Report for the calendar year 1945 of 
Canadian National (West Indies) Steamships Limited and answered questions 
in connection therewith. 


Mr. Pouliot pointed out that the total (actual) cost to the Government 
of the operations of the SS. Line as compared with a (potential) cost, if 


q certain subsidies had been paid, was very small (less than $2 million) consider- 


ing the gain which accrued to Canada as a result of the development of our 


q ; trade with the West Indies. 
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After considerable discussion, Mr. Nicholson moved: That this Committee 
recommends that the management of Canadian National (West Indies) Steam- 
ships Limited make representations to the Dominion Government to absorb — 
the $5,059,960 of Dominion of Canada advances appearing in the liabilities 
side of the Line’s Consolidated Balance Sheet for the year ending December 
31, 1945. 


The Committee adjourned at 1.00 o’clock p.m., to meet again this day at 
4.00 o’clock p.m. 


AFTERNOON SITTING 


The Committee resumed at 4.00 p.m. 


Members present: Messrs. Chevrier, Bourget, Emmerson, Harris (Grey- 
Bruce), Hazen, Jackman, Kuhl, LaCroix, McCulloch (Pictou), Moore, Nicholson, 
Pouliot, Reid—13. 


In attendance: The same officials as are named above. 
Discussion on motion of Mr. Nicholson. 


Mr. Hazen moved an amendment thereto: ‘That all the words after ‘that’ 
be left out and the following substituted therefor: The Committee adopt the 
consolidated balance sheet of Canadian National (West Indies) Steamships 
Limited as shown in the Annual Report for 1945.” 


After discussion, the question was put on the amendment, and was carried. 
On motion of Mr. Reid, it was 


Resolved, —That the 1945 Report of Canadian National (West Indies) 
Steamships Limited and their 1946 Budget be adopted by this Committee. 


Mr. Cooper, Comptroller, The Canadian National Railways Securities 
Trust, read the report of the transactions of the Trust for the calendar year, 
1945, and was questioned thereon. 


On motion of Mr. Reid, the said Report was adopted. 


Mr. O. A. Matthews, of George A. Touche & Company, was called. | 

He read the 1945 Report to Parliament of the Auditors for National 
Railways and Canadian National Railways Securities Trust and was questioned 
thereon. 


On motion of Mr. LaCroix the said Report was adopted. 


On motion of Mr. Reid, the 1945 Report of the Auditors of Canadian 
National (West Indies) Steamships Limited was taken as read, considered and 
adopted. 


The following items of the Estimates for the year ending 31st March, 1947, 
were considered: 


Vote No. 422, Maritime Freight Rates Act—Canadian National Railways; 
On motion of Mr. Reid, the said item was adopted. 


Vote No. 423, Maritime Freight Rates Act Railways other than Chia 
National Railways: | 
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On motion of Mr. LaCroix, this item was adopted. 


Vote No. 469, Prince Edward Island Car Ferry and Terminals—Deficit, 
1946; 


On motion of Mr. LaCroix, this item was adopted. 


It was agreed that the Acting Chairman should report to the House 
, accordingly. 


--—-‘The Minister of Transport (Hon. L. Chevrier) filed with the Committee a 
- Report for 1945 of the operations of Hudson Bay Railway, which is printed as 
» Appendix “C”. 

, The Minister of Transport informed the Committee that he had received 
a note from the Minister of Reconstruction and Supply (Hon. C. D. Howe) 
- with reference to Trans-Canada Air Lines and asked if it would be agreeable 
to the Committee to sit on May 28 to consider all matters relating to T.C.A. 
; 


; The Committee adjourned at 6.00 p.m. to meet again on Tuesday, May 28, 
1946, at 11.00 o’clock a.m. 


, 'T. L. McEVOY, 
Clerk of the Committee. 
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REPORT TO THE HOUSE 


Fripay, 17th May, 1946. 


The Sessional Committee on Railways and Shipping owned, controlled and — 
operated by the Government, begs leave to present the following as a 


SECOND REPORT 


Your Committee has considered the following items of the Estimates for | 
the year ending March 31, 1947, referred to your Committee on 15th April, 
1946, and recommends the adoption of the said items, namely:— 


Vote 422, Maritime Freight Rates Act— 


Coonadians National’, Railways. cc kee eee $3,042,000. 00 
Vote 423, Maritime Freight Rates Act— 

Railways other than Canadian National Railways .. 900,000. 00: 
Vote 469, Prince Edward Island Car Ferry and Terminals— 

DShereALO4AG Lie OUT Dee ee ne eae ee ren 707,000.00 — 


All of which is respectfully submitted. 


H. B. McCULLOCH, 
Vice-Chairman. 


k 


Ts rolls MOPS a Ta) Tee ap de. eee te Ly 
a Am pe Tae here (thi SE Ryne, Simo 
ri Poe : ‘a 2 Me a ‘ 
aa sa ae," i) : 4 
+ re 
4 7 


: 
‘ 


MINUTES OF EVIDENCE 


House or COMMONS, 


May 16, 1946. 


The Sessional Committee on Railways and Shipping met this day at 1l 
o’clock a.m. The Acting Chairman, Mr. H. B. McCulloch, presided. 


The Acting Cuairman: Gentlemen, we will come to order. Mr. Vaughan 
has-answers to some of the questions which were asked yesterday. 
Mr. VaucHAN: The first is a question asked by Mr. Reid: 


Q. What was the total amount paid to the Great Northern Railway 
in 1945 for running rights over the line from Vancouver to New West- 
minster? 


A. The amount was $169,533. 
‘The next question asked by Mr. Reid, and coupled with that is some 
‘nformation about Quebec, asked by Mr. Nicholson: 
Q. What were the amounts collected for provincial meal taxes on 
Canadian National Railways dining cars for the year 1945? 
A. Amount collected and paid to the: Province of Saskatchewan, $2,722.60; 
Province of Quebec, $13,611.19. 
The next question by Mr. Nicholson: 
Q. What were the financial results of operation of the Northern 
Alberta Railways for the last ten years? 
A. The profit or loss (shared equally by C.N.R. and C.P.R.) was as under:— 


Year , Profit Loss 
1936 $1,257,472 
1937 912,233 
1938 1,242,143 
1939 1,276,262 
1940 92.4 423 
1941 : 808,899 
1942 $1,374,900 

1943, 2,506,453 

1944 466,565 
1945 : 884,227 


Then, Mr. Jackman asked: 


Q. What was the total amount of Dominion of Canada loans out- 
standing at December 31, 1922? 


A. Principal of loans, $506,945,969; Unpaid interest on loans, $69 328,803. 
Total, $576,274,772. . 
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Then we were asked to supply a statement showing revenues and expendi- 


tures by regions for 1945. That statement is as follows:— 
NET OPERATING REVENUE BY REGIONS, ETC. 


YEAR 1945 
Canadian Lines Revenues Expenses Net 
PAPUATTIC EVAR IOD Wu eal) Suess $ 50,816,824. $ 51,290,719 $ 473,895 * 
Central Resiow ey, siya 189,365,327 130,619,230 , 58,746,097 
Western Region .. . 125,660,155 85,188,906 40,471,249 


Common Expenses, such as de- 
preciation, general adminis- 
tration and provision of 
PESODVEN CRG Tae ct i! Mea 29,495,815 29,495,815 * 
Express, excluding railway 
proportion of revenue includ- 


POEA DOV) a0 ie UM URN yi 10,517,184 10,279,879 237,305 
Commercial Telegraph Depart- . 

[807 2) Pau Ale OR SOE AD 7,540,510 6,807,970: 732,530 
ACR UN ONE NWR eC LO a nec $383 899,990 $33,682,519 $ 70,217,471 
OS NEA Teg oh nui yea NN 49.87 3),4(04. 41,611,530 8,261,874 

hg 1g Ream pila SOR $433,773,394 $355,294,049 $ 78,479,345 


* Figures in red. 


This I believe completes all the questions asked, with the exception of 
Some information which Mr. Nicholson wanted relating to land sales. We 
haven't got that with us but we will file it later, while we are here. 


The Acting CHarrman: Are there any questions? 
Mr. Pounior: Up until now we have been talking in millions of dollars. 


I have a simple request to make which will not even run into two dollars. I 
wonder, Mr. Vaughan, if it would be possibl to make copies of the telephone 


directory of Canadian National Railways at Montreal available for each member — 


of this committee. It would be of great assistance to us in getting in touch 
with officials when we are in Montreal. 

Mr. Vaueuan: You mean our internal directory? 

Mr. Pouuior: Yes. 


‘Mr. VaucHan: We will be glad to do that. 


Mr. Poutior: Would you please instruct one of your men to telephone to 
Montreal and have those sent to us? 


Mr. VaucHan: We will do that. 
Mr. Povuuior: Thank you very much, sir. | 


Mr. EMMerson: There was a return I asked for yesterday. Will that be 
brought down later? It relates to a breakdown of repairs on locomotives on the 
various regions, more particularly with respect to the Moncton shop. Either 
Mr. Walton or Mr. Vaughan said that could be given for Moncton and Riviére- 
du-Loup. 

Mr. Wauton: I thought I had pretty well answered your questions in 
regard to locomotive repairs, Mr. Emmerson. Is anything further wanted? 

Mr. Emmerson: You made a statement on it. 

Mr. Watton: Yes. 


Mr. Emmerson: What I asked was in connection with pages 16 and 17, 
the cost for 1944 and 1945 for locomotive repairs on the system, and I wanted 
it -by regions. 


Mr. Watton: We can get that for you, Mr. Emmerson. 


Mr. Pouuior: When repairs are made to locomotives, do you add to the — 


cost of repairs the cost of transporting the locomotives? Supposing, for instance, 
a locomotive is found to have something wrong when running between Riviére- 
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du-Loup and Levis, instead of being repaired at Riviere-du-Loup it is taken 
to Montreal; let us suppose it is taken to Montreal, would you add the cost 
of transportation from the point of breakdown to Moncton or Montreal? 

Mr. Wauton: No. 

Mr. Poutiot: I have in mind an actual case. 

Mr. Watton: Whenever it is possible the engine is worked in service to 
the repair point. If it is completely broken down and has to be hauled to the 
repair point, that is just a cost incidental to tr ansportation, it is not segregated | 
and charged to any particular shop or point. 

Mr. Povuuior: No, no; but it means the repair is costher. It does not 
appear in the account as part of the cost of the repair? 


Mr. Watton: No, not the cost of hauling the locomotive. 


Mr. Pouuiot: But the repair costs more because of transportation; is that 
not true? 


Mr. Watton: There would be a certain cost due to hauling it, but usually 
if it is hauled to a point further away, that is done in order to spread work and 
because there would have been undue delay had the locomotive been held for 
repair at the closest point. 

Mr. Pouttor: And, by the way, is the Canadian National Railways satisfied 
with the kind of repair work that is being done on locomotives at Riviére-du- 
Loup? 

Mr. Watton: Yes, excellent work is being turned out at that shop. 

Mr. Povuntiot: And would it be possible to have two shifts of men working 
there on the repair of locomotives? 

Mr. Watton: We have not gone generally into two shift work, feeling 
that we can overtake the backlog of repairs to locomotives in a reasonable 
period of time. That matter is one which is subject to re-survey periodically. 
If we can overtake such backlog as there is with our present staff, we think it is 
preferable rather than to have a sharp increase in the number of men and then 
a layoff in possibly a short time again. 

Mr. Pouutior: Of course, service work 1s most important. 

Mr. Watton: Yes. 

The Acting CHAIRMAN: Would you go on, Mr. Vaughan? 

Mr. VaucHan: If Mr. Pouliot has finished. We had, I think, just finished 
page 3 of the budget and we are ready: now to go on with page 3 (a), which is a 
breakdown by regions. 

Mr. JAcKMAN: Mr. Chairman, in regard to the appropriation of $7,000,000 
for the acquisition of the Manitoba Railroad, the president said that this 
matter has been taken up with the Department of Finance in order to get their 
general approval I suppose to the budget, but before voting on that particular 
item I should like to have the specific information. that finance and revenue 
were definitely of the opinion that from the standpoint of Canada as a whole it 
was advantageous to purchase this Manitoba Railroad from the Great Northern. 
The matter of taxation is one which complicates it, and which makes it different 
from an ordinary business deal. May I ask in the meantime who pays for the 
upkeep of the railroad for which the National pays $300,000 a year rent? 

Mr. VaucHAN: We do. 

Mr. JAcCKMAN: You maintain it intact? 

Mr. VAUGHAN: Yes sir. 

Mr. JAcKMAN: So the $300,000 is net to the Great Northern, is it? 


Mr. VaucHan: That is merely the rent which we pay them. We have to 


* pay all the operating expenses on the line. 
Be 
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Mr. Jackman: For how long is the lease? 

Mr. VaAuGHAN: 999 years. 

Mr. JACKMAN: So it has an indefinite period to go yet? 

Mr. VAUGHAN: Yes, sir. 

Mr. JACKMAN: Why is it that it now becames profitable or advantageous 
for the Canadian National system to acquire that property, whereas it was not 
advantageous before? 

Mr. VaucHAN: Well, Mr. Jackman, the reason for it is that we are con- 
sidering every possible means whereby we could reduce our expenses, and even 
if we borrow the money at three per cent today, and we expect to borrow it at 
Jess than that, the cost would only be $210,000 per annum, as against the $300,000, 
thereby making a saving of $90,000 per annum. 

Mr. JACKMAN: Yes, but as a friend of mine in one company says when 
a good idea is brought forward, why didn’t you think of that long ago? 

Mr. VaucHan: We would all be a lot better off if we could put into 
effect some of the ideas we got many years ago. 


Mr. JAcKMAN: ‘This must have been staring you in the face for some 
years. At the same time, this $300,000 which is paid the Great Northern 
must be subject to income tax, corporation income tax, at least to the extent 
of the minimum rate of forty per cent, which would mean tax to the amount 
of $120,000 to the treasury, which would reduce the net income of Canada 
(looking at the C.N.R. and the government as one), whereas if you put 
through this deal on a three per cent basis it costs the country $210,000 main- 
tenance as against the $120,000 revenue. That is exactly the situation. So, 
Mr. Chairman, before I vote for that I would like to have it clear in my mind 
that this matter was concurred in by either finance or revenue. 


Hon. Mr. CHrvrier: I can say this about it, Mr. Jackman, that a bill is 
now in the course of preparation for the acquisition of the railway, subject of 
course to the approval of parhament. It has been discussed with the Depart- 
ment of Finance and they are perfectly satisfied that this is a good thing to do, 
in so far as the affairs of Canadian National Railways are concerned. I cannot 
go beyond that. 


Mr. Jackman: I do not doubt that. That is what has been happening 
all across this country because of the higher rate of taxation, and it has an 
effect on crown companies and particularly provincial governments who do not 
pay taxes which private business does. Private business has been forced out of 
many lines of activity. As an illustration let us consider elevators and creameries 
in the west. They simply have had to sell out to cooperatives, which are also 
subject to special tax exemption, for the simple reason that private business 
cannot compete and pay the minimum of forty per cent tax against an owning 
body which pays no tax whatever. Of course, if the government collects its 
minimum of forty per cent tax on $300,000, which is $120,000, that brings the 
net cost to the government. down to $180,000 against a projected cost, if the 
deal went through, of $210,000; so we are much better off as long as the forty 
per cent tax rate on corporations is continued. Did I understand the minister 
to say that a bill is coming before the House, to take this line over? 

Hon. Mr. Curvrirr: Yes. There will be full opportunity to discuss it at 
that time. I have seen the bill and it has been approved by the legal officers of 
my department, and I presume it will be coming before us in due course. 
It is not ready yet. I think that within the next: few weeks it will be before 
the House for first reading. 

Mr. Rem: Mr. Chairman, I have one or two questions I want to ask about 
that same line. There is one point about it that interests me, that is the question 
of municipal taxes you have to pay after you become the owner of this line 
and operate it; or, do you pay municipal taxes on it now? 
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Mr. VaucHan: We pay all municipal taxes now. 

Mr. Rem: You do? 

Mr. VAUGHAN: Yes. 

Mr. Rew: And you pay a straight rental for the use of the road and also 
pay the municipal taxes? 

_Mr. VaueHan: That $300,000 is merely the amount we pay for our right 

to use their tracks. 

Mr. Rew: And so you will have no more taxes to pay after the acquisition 
of the line that you paid, let us say last year? 

Mr. VaucHAN: No. 

Mr. Rem: Do American funds enter into this contract at all? 

Mr.’Vaucuan: No, sir; we would pay them in Canadian funds. 

Mr. Rei: And the rental is paid in Canadian funds? 

Mr. VAauGcHAN: In Canadian funds. 

Mr. Poutior: While we are discussing the acquisition of railways, have you 
given any consideration to the acquisition of the Temiscouata Railway? 
Mr. VaucHan: That has been considered at different times, Mr. Pouliot; 


but we have never yet felt that it would be to our interest to acquire that railway. 


Mr. Pouuior: You know that that is the only link between the Trans- 
continental Railway and the Intercolonial? 
Mr. VauGcuan: It is still being operated by the present owners. That link is 
there. 
Mr. Pountor: Yes, but it would be a fine outlet for linking up between the 
St. Lawrence River and the valley of the St. John River, and Maine and other 
points of the States. 

Mr. VaucHan: The Temiscouata has been an active subject at different times. 
We do lend them some little assistance in connection with their operations, as you 
probably know. 

Mr. Povuutot: I know that. 

Mr. VaucHaNn: That is a matter which will have to be dealt with at some 
future time. 

Mr. Poutior: But the door is not closed? 

Mr. Vaucuan: It is not very wide open, but it is not closed. 

Mr. Rep: With regard to this line which is being purchased, do you con- 
sider that it will be a profitable line to operate? Would it not be more economical 
to consider bus and truck service in that area? There are 340 miles along there 
on which you have spent nearly a million dollars for improvements up to the 
present time, and you are now going to spend $7,000,000. I am asking you the 
question, do you think this is a profitable inv estment, or could that area be 
served by bus and truck? 

Mr. VaucHan: These are lines we could never do without. They were the 


“nucleus of the Canadian Northern Railway in the province of Manitoba. The 


saving is almost entirely due to the fact that we can borrow money and purchase 
the line for considerably less than it was costing us to lease it. That is the only 
saving. 

Hon. Mr. Cuevrier: Even if the line were operating unprofitably you are 
still saving $90,000? 

Mr. VauGHAN: That is right. 

Mr. Watton: In reply to Mr. Reid’s question in regard to trucks, these lines 
produce a very large amount of grain, and that puts them out of the truck field in 
as far as taking care of the territory entirely by trucks is concerned. 
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The ActinG CHAIRMAN: Are there any further questions you would like to 
ask on the budget? | 

Mr. JAcK'MAN: On page 3 (a) of the budget. 

Mr. Pouuior: Before we leave that, I want to pay tribute to Mr. J. P. John- 
son, Vice-President of Canadian National Railways at Moncton, for the excellent 
work he has done throughout the period of war. His job has been a very difficult 
one and he has done it extremely well. I should also like to pay a special tribute 
to Mr. Frank Griffin, General Superintendent at Quebec City. I think he has 
done remarkably well. 

Mr. VaucHuan: Thank you, Mr. Pouliot, we will be very glad to pass that on 
to them. We think they have both done an excellent job. 

Mr. Pouttor: It was very difficult, and very well done. 

Mr. VAUGHAN: Yes. 

Mr. JAcCKMAN: On page 3 (a), Mr. Chairman, additions and betterments— 
large passenger terminals, $326,725; might I ask where that is being planned? 

Mr. Coopsr: Which is the particular region, Mr. Jackman? 

Mr. JAcKMAN: I notice it says large passenger terminals. I do not suppose 
there are very many large ones, Mr. Cooper? 

Mr. Coopmr: Edmonton is the one concerned. 

Mr. JacKMAN: Do you think the whole amount will be spent there, largely? 

Mr. Cooper: $159,000 of the $266,000 for the western region is Edmonton. 

Mr. JAcKMAN: That is quite a nice addition at Edmonton. What are you 
doing to it? 

Mr. VaucHan: We are altering the station and putting in additional office 
accommodation so that we will have better facilities there, and perhaps save some 
uptown office accommodation. 

Mr. JAckMaN: Is there more traffic arising out of that area? 

Mr, VaucHan: That is correct. Edmonton is a very, very important point. 

Mr. Watton: The whole item for the western region is at Edmonton. The 
post office department are considering a new building as an extension to our 
station on the east side. That involves taking down the building that we have 
been using for office accommodation, and we are placing that office accommoda- 
tion on the third floor, to be constructed on the present station. 

Mr. JAcKMAN: Was it found that, because of the tremendously increased 
volume of traffic in Edmonton during the war years, the accommodation was 
uncomfortable and inadequate to handle traffic? 

Mr. Watton: It was definitely overcrowded. 

Mr. VaucHan: Edmonton is a place which is growing rapidly; even since 
the war has ended, the volume of business there is being maintained. 

Mr. NicHotson: You are losing money on the operation of the Northern 
Alberta Railway. Wouldn’t that indicate that business in Edmonton is really 
falling off? 

Mr. VaucHan: No, sir; the Northern Alberta uses our station there, but 
that is only a comparatively small branch line compared with the large number 
of lines we have in and about Edmonton. 


Mr. Emmerson: With regard to equipment on page 3 (a), I note additions 
and betterment to equipment; would that refer to rolling stock? 

Mr. VAUGHAN: Yes, sir. ih 

Mr. Emmerson: I notice it provides for new equipment on the Grand 
Trunk Western lines; of course, the other is the American line. Why is it put 


to the Grand Trunk Western? You transfer equipment, do you not, from one 
region to another? 
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Mr. Vaucuan: . That equipment is equipment which is local to the Grand 
Trunk Western lines, and consists largely of putting in devices to take care of 
loading of automobiles. We serve a large number of big automobile plants over 
there, and these are special devices for the loading of automobiles. 


: Mr. NicHotson: What about this item of $1,207,000 for stations and 
station facilities? Where are they? 


Mr. VaucHan: In the central region. What you see there are the plans 
for this year. 


Mr. NicHoLtson: We are very short of building materials at the present 
time, but it would appear that you are going to make a considerable expenditure 
‘in your central region in spite of what was said about toilet facilities by one of 
the members yesterday. The member who brought that matter to attention 
is not in the committee of the moment, but if his region is to receive consideration 
of the type he requested yesterday, then I suggest that we in western Canada 
should be entitled to similar consideration. Out in Saskatchewan we have the 
same type of stations as those about which he complained, and we have just 
as severe, if not more severe winter weather. If these facilities are going to be 
improved with respect to one part of Canada, I submit they should be provided 
for other parts as well. 


Mr. Pouniot: The situation is the same in the west. | 

Mr. NicHotson: Yes, we have even longer delays at terminal points than 
was mentioned by the member who spoke yesterday; and, as I said, our weather 
conditions are very much more severe, particularly the cold in the wintertime. 

Hon. Mr. Curveier: I am afraid Mr. Picard will take issue_with you 
on that statement. 

' Mr. Watton: You will notice that these items are spread pretty well 
across the country. 

Mr. NicHotson: They are over half in the central region. 

Mr. Watton: Yes, but that is a very large territory. We are finishing a 
new station at Midland, Ontario, to replace one that was burned down. Then 
there are a number of small points where station buildings are being replaced, 
some in case of fire, and some where they are being added to. It is pretty 
generally distributed over the territory. Included in the same category is the 
erection of a 15,000 ton ice house in Montreal, which we have found to be a 

; necessity, and that amounts to around $120,000 in one item alone. 

Mr. Nicuotson: Where they were lost by fire, there is no room for 
argument about the necessity; but where a new building is being put up where 
you have facilities at the present time, in view of the shortage of materials, 
these might be better served at a later date. 

Mr. Wauton: ‘This is not exclusively stations. There are items such as 
bunkhouses for employees at Quebec, and a yard office which is required at that 
point. 

Mr. Vaucuan: In fact I think the only new station that we have under 
construction, except perhaps a small station that was destroyed by fire is the 
Midland station; and that, of course, was to replace a station that was destroyed 
by fire. We are not making any great additions to stations at all. There may 
be the odd place where work is necessary. We are not going in for wholesale 
remodelling of stations at the present time: 

Mr. NicuHo~tson: How about in the western region? What are some of 

| your larger items? There is almost half.a million in the western region. 

( Mr. VaucHan: The largest item is Edmonton in the western®region. That 
__-will take up most of that amount of money. 

Mr. Nicuotson: I think you gave that under large passenger terminals. 
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Mr. VAUGHAN: Yes. 

Mr. NicuHoutson: Further down for stations and station facilities there is 
$448 000. ¢ 

Mr. VaucHAN: We can give you some of those particulars. 


Mr. Watton: One item at Transcona is an ice house, $75,000. Then there 
are section buildings at a number of points, $5,000. There is a coal dock at. 
Brandon, $20,000. They are largely operating items under this category. 

Mr. NicHotson: Before we leave the budget I was going to ask you what 
happens to labour personnel as your revenues fall off. Assuming that your 
revenues fall off to the extent of 25 per cent, how soon is there a reflection in 
maintenance of way staff and the running crews? What is going to happen to 
vour total working personnel if the revenues continue to fall off? 

Mr. Watton: The running personnel feel the effect of it, I would say, 
immediately, or almost immediately. Station staffs, freight shed staffs, feel it 
practically immediately as business falls off, but in our maintenance of track 


and work such as that there will be a certain slowing because of work that is: 


seasonable and has to be taken care of in the summer time without being tied 
in definitely with the level of earnings at the moment. So that their lay-offs 
ordinarily are retarded somewhat compared with the running men. 

Mr. JAcCKMAN: In the event of such a condition as Mr. Nicholson describes, 
do the unions still ordain that the work shall be spread among a great number 
part time or does the seniority rule for full time apply? 

Mr. Watton: The various wage agreements have clauses as to how reduc- 
tions in staff shall be made in the event they are necessary, and in each case 
those requirements are complied with. In the running trades, as | mentioned the 
other day, there is a certain mileage that a man is entitled to for a month if he 
works. In work such as the shop trades there is a general provision that when 
lay-offs occur you start with the junior men and work up the list. 

Mr. JAckMAN: Instead of spreading the time you still have to give your 
senior men full time and the recent employees have to be out in the cold? 

Mr. Watton: That is the general arrangement unless the situation gets 
to a point where special negotiations take place in regard to a particular 
difficulty. 

Mr. JACKMAN: So as far as spreading the work is concerned it is really out 
of your jurisdiction once a contract has been entered into with the respective 
unions? 

Mr. Watton: That is right. 

Mr. Nicuotson: On page 4 we have a list of the new equipment purchases. 
I presume these estimates have been made as a result of your estimated revenues 
for the year. Assuming that your revenues had been 25 per cent greater would 
it have been possible to have increased your purchases of new equipment to 
provide additional employment in the matter of coaches or switches or express 
ears? -Is this sort of item affected by the dropping off of revenues? 

_ Mr. VaueHan: If there had been a prospect of our earnings being main- 
tained at war levels no doubt we would have thought it necessary and desirable 
to order more new equipment, but with the prospect of declining revenues we 
feel that this equipment here will take care of our needs for the time being. 

Mr. JAckMAN: Is there anything in that item of subsidiary companies, 
$1,967,000, under the additions and betterments budget, of interest to the 
committee? It is about $2,000,000. : e 

Mr. VayeHan: There is $1,500,000 of that provided this year for a new 
vessel for our Pacific coast steamships. 

Mr. Poutior: What page is that? Page 5? 
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. JACKMAN: No, on page 3-A, the fourth item from the bottom of the 


. Gipson: Are you building that boat in Vancouver? 
Mr. VauGcHaAN: We do not know yet. 

Mr. Gisson: The contract has not been let? 

Mr. VaucHaAn: The contract has not been let. 


Mr. Rew: In regard to mail how seriously would the income of the railways 
be reduced if all mail were to be carried by plane instead of by train? 


Mr. VauGHAN: Have you got a statement there of total mail earnings? 
Mr. Cooper: $4,204,000. 


Mr. Ret: So it would really affect the revenues of the company to quite 
an extent if all mail were carried by plane? There is quite an agitation being 
made to carry mail by plane. Those who advocate it want quick mail. 

Mr. VauGcHaN: I suppose it will be a long time before that will be done 


- for short distances. 


Mr. Rem: But it would affect the earnings of the company. 

Mr. VauGHAN: That is our total earnings on mails, and anything that is 
taken away from us would affect us to that extent. 

Mr. NicHoLson: Could we have that figure for the revenue from mails 
again, and I wonder if Mr. Cooper has the comparable figures for the Canadian 
Pacific Railway? 

Mr. Rei: It is important in the light of impending events. 

Mr. Cooprr: In 1945 our mail revenue was $4,204,000. 

Mr. Rew: How many millions? 

Mr. Cooper: $4,204,000. Singularly enough in 1944 the mail revenue was 
$4,204,000. The Canadian Pacific mail revenue in 1945 was $4,040,000. 

Mr. Nicuotson: The C.N.R. has about 60 per cent of the mileage in 
Canad as compared to the C.P.R. 

Mr. VaucHAN: It is much greater than theirs. 

Mr. NicHoutson: You have about 60 per cent and they have about 40; is 
that about right? | 

Mr. VaucHan: Yes, I would think so. 

Mr. Rep: Are you giving any consideration yet as to where you might 
have these diesel driven cargo vessels built? Have any steps been taken in that 
regard? 

Mr. VaucHan: They have been under construction for a long time. They 
were a part of the wartime shipbuilding program. They were well under way 
before the war ended, and we are buying them from the wartime shipbuilding. 
They are not boats that have been ordered recently. They have been under 
construction for some time. 

Mr. Rew: Is that vessel from the Park Steamships a 10,000 tonner or is it 
one of the 4,700 tonners? 

Mr. VaucHaNn: It is one of the smaller boats. 

Mr. Poutiot: Mr. Vaughan, I am most interested in that matter. I wonder 
if your subsidiary company have bought some of the 10,000 ton boats that have 

been built during the war? 

Mr. VAUGHAN: We have not bought any of the 10,000 ton boats. We have 
bought one of the 4,700 tonners. 

. Mr. Povutior: Now, Mr. Vaughan, what is the total fleet of your subsidiary 
- company? 
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Cloadian Nations! ae and I have a saterent on that. 
Mr. Povuuior: It will be included in that? | 
Mr. VAUGHAN: Yes. 

Mr. Pouuror: The Canadian National Steamships will include the triangle 
tour and everything of that nature? 

Mr. VaucHan: No, the triangle tour is not included in the Canadian a 
National West Indies Steamships. We have a separate company called the | 
Canadian National West Indies Steamships, and we have a separate report for — 
that which we will come to as soon as we are through with the budget. 4 

Mr. Reip: I would move the adoption of the budget. 

Mr. JackMAN: I think Mr. Pouliot has some questions on the triangle tour. 
That is now before us if we want to discuss it. It does not come under the 
West Indies. a 

Hon. Mr. Curvrrer: The annual report and the budget of the Canadian 4 
National West Indies Steamships will be discussed and I think Mr. Pouliot could | — 
bring it up then. 

Mr. Ret: I would move the Eee | of the budget. 

Mr. JAckMAN: May I ask a question about the Windsor station? We are 
all finished with the capital cost of the Windsor station in Montreal? 

Mr. Wauton: That is the C.P.R. station. 

Mr. VauGHAN: What.we call our Central station. 

Mr. Jackman: What is the total cost of that station up to now? 

Mr. VAUGHAN: Have you got the figure, Mr. Cooper? 

Mr. Cooprr: I do not think I have that figure. ? 

Mr. Jackman: I think you should advertise the name of that station a — 
bit. I have never heard the name of it before. 

Hon. Mr. Cuevrier: There is no expenditure covered in last year’s budget — 
of this year’s budget for the Central station? 

. Mr. VaucHan: Is there any item in our current budget for the Central 

station? | 

Mr. Cooper: It would be a very small item. The station is finished. © 

Mr. VaucHan: We consider that the station is finished. There may be some 
things turn up later on to be done, but for all practical purposes the station © 
is finished. | 

Mr. JAcKMAN: How many storeys above the ground are you now? You 
have got a projected plan to make an office building there? 

Mr. VaucHan: That would not be an addition to the station. If we put 
up an office building it would be in front of the station fronting on Dorchester 
street. 

Mr. JACKMAN: You would not use the foundation at all? 

Mr. VaucHaAaNn: No. 

Mr. NicHoutson: It has been taxed to capacity during the war. 

Mr. VaucHan: It was certainly taxed to capacity during the war but is 
plenty big enough for normal times. 


Mr. Rew: Although I moved the adoption of the report there is one question 
I should lke to ask. Has any thought been given to the transcontinental — 
trains having more time in the city of Ottawa? The parliament of Canada on 
behalf of the people has spent millions of dollars to make this a capital worthy 
of being seen by visitors and a eredit to the country, and yet those who travel 
across the country complain, and have complained to me and I suppose to you, — 
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that al the train comes into Ottawa, fifteen or twenty hes is all the 
time that the train stops. I am thinking of people from eastern and western 
points. The train is going to Montreal, the great terminus, but I am thinking of 
Ottawa, the capital of Canada. I am thinking of it as an inducement to the 
travelling public to see the capital. You stop at Edmonton for forty-five 
“minutes. You stop at Winnipeg for sometimes an hour and a quarter which 
allows people to run around the city. Yet when you come to the capital of 
Seenada they can hardly get off the train to see where the parliament buildings 
_ are. They are told, “Oh, do not go out of the station; the train will be leaving.” 

| JT am wondering if any ‘thought has been given by your company to a train 
4 schedule that would allow the people of Canada who are travelling across the 


- dominion to have a little time to see these buildings in the capital city. 


M Mr. VaucHAN: We have given consideration to that. I doubt if it would 


_ be practical to stop here for any length of time with these transcontinental 
- trains. They have got a long distance to go. Particularly in winter they 
: have got very severe weather conditions to encounter, and it is a difficult 
~ enough job as it is now to get them over the road. I think that if people want 
to see Ottawa and stop there for some time it is going to be necessary for them 
to travel on other than the transcontinental trains. I do not think it would 
be practical to ‘do it. We would never get our trains over the road. 
Mr. Nicuouson: You have two or three trains daily between here and 
_ Montreal? 
Mr. VAUGHAN: Yes, ' 
Mr. Nicuoitson: There are other trains if they wish to stop over. 
‘Mr. JAcKMAN: Stop over for the evening and hear the bagpipes. 
Mr. Rew: They might as well be soaked here as somewhere else. 
hm. )6OMr. JACKMAN: Taking the opposite view, why do both your train and the 
C.P.R. train stop for an hour or an hour and ten minutes in Winnipeg and 
_ some of those other places? 
i Mr. VaucHan: There is a great deal of servicing to be done to these 
3 trains in Winnipeg. They have to make certain connections there. That 
is the pivotal point for servicing those trains on the way to the Pacific coast. 
a Mr. JAcKMAN: There is only the servicing of the engine. There is nothing 
» done to the cars? 
Mr. VaucHAN: You have got to put ice in them. You have got to put 
supplies on dining cars and sleeping cars. There is a lot of work to be done 
there. 
_ * Mr. Jackman: It cannot be speeded up much? 
Mr. Watton: I do not think the time can be shortened. 
Mr. VaucHAN: That has been given very careful consideration. 
uj Mr. Povuutor: If there were a fine statue of bureaucracy in the yards 
all the passengers would know they had reached Ottawa. 
se Mr. Rew: They would know long before seeing that. 
‘Mr. Poutior: What I have said is not at all a reflection on the Department 
of Transport which is very well managed and soundly headed. 
} Hon. Mr. Cuevrter: I did not take it as such, Mr. Pouliot. 
Mr. Nicuotson: I wonder if you would give any further consideration 
Eto running your trains west from Winnipeg twelve hours apart. You run 
two trains west to Vancouver about an hour apart: It has seemed to me 
‘that if those trains could be spaced twelve hours apart it would give the 
people all along the line better service. The same thing would apply coming 
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east out of Vancouver. Both the C.P.R. and CNR. trains leave at the same 
time at night. Could you not run one out in the morning to give pec a 
chance to see the mountains? 
Mr. Watton: We have given some thought to that kind of program, - 
It has not so far been feasible. It might be that something of that kind can — 
be worked out. I want to assure you that it is being studied very carefully. — 
Up to the present time the loading of the two trains has not permitted trans- — 
ferring part of the load say at Winnipeg to one train and then letting the — 
other remain over until evening west of that point. We would in the past 
have been forced into additional train service to do it. We may reach a point © 
where it is feasible. 
Mr. Nicuotson: Would not the summer months be a good time to try © 
that when you have a lot of tourist traffic? 
Mr. Watton: That is the time when we could not do it. 
Mr. Ret: I move the adoption of the report. q 
Mr. Hazen: Before the report is adopted, Mr. McLure, one of the members — 
of this committee, is unavoidably absent. If he were here I know he would ~ 
bring up the question of ‘the cost: of transportation on the ferry to Prince 
Edward Island. 
Mr. VAUGHAN: Yes. fl 
Mr. Hazen: Last year I think it was pointed out that if you loaded a 5-ton — 
truck with potatoes on the Island, took it across on the ferry and came back — 
with a load it cost the operator of that truck $60 or $65 to cover a distance - 
of about 14 miles. That is to transport. a comparatively small amount of ~ 
produce. I am not familiar with the matter, but the question I have in mind — 
to ask you is has any further consideration been given to those costs? aid 
Mr. VaucHan: Since our last meeting that matter has been taken up by — 
the Prince Edward Islanders before the Board of Transport, and it now is — 
there, so that all arguments will be brought out before the Board of Transport. — 
I presume in due course they will give their judgment on the subject. | 
Hon. Mr. Curvrier: Perhaps I could add that during the discussion of the — 
estimates of the department towards the end of last session there was some — 
discussion on it and I gave Mr. McLure what information I had at the time. © 
I think I indicated to him then that there would be an application go forward — 
to the Board of Transport Commissioners which is the body that has authority — 
to decide on the question of rates. I think if he were here that is the only — 
answer that could be given to him at the moment. i 
Mr. JACKMAN: In the case of the Windsor station what was your final cost? “I 
Mr. Cooprmr: Central station. | 
Mr. JACKMAN: Excuse me. } 
Mr. Cooper: The cost of the main terminal to the end of 1944 was — 
$13,029,000. y 
Mr. JackMAN: For the terminal? 
Mr. Coorrr: The main terminal. 
Mr. Nicuotson: That includes some new tracks you put in? 
Mr. Coorrmr: Yes, it includes everything in the station area. 
Mr. Jackman: What makes up the $30,000,000 odd? 


Mr. Coorrr: If you go out to Eastern Junction and Mount Royal the whole 
cost of the Montreal terminal development to the end of 1944 was $27,543 000. 


Mr. JackMAN: That was the cost to the railway, and then there were — 
a few millions in unemployment relief given by the government which do not , 
enter into the account. . 


RAILWAYS AND SHIPPING 149 


) Mr. Coopmr: The figure I have quoted included a credit of $1, 490,000 which 
* _ was a contribution by the dominion government for unemployment relief. 

: Mr. JAcKMAN: That is included in the $27,000,000? 

Mr. Coorer: It is deducted from the gross cost to arrive at the $27,000,000. 
‘ Mr. VaucHan: Much of that work outside of the $13,000,000 for the main 
terminal would have been necessary whether a new station had been built or not. 
} Mr. Jackman: May I ask what your passenger revenues were running at 
in the pre-war years? We have them for the present year in the statement before 
us, $65,000,000. 

Mr. Cooper: In 1939 our passenger revenues were $17,817,000. 

The Acting CHAIRMAN: Will somebody second Mr. Reid’s motion? 

Mr. Hazen: Could we have the freight revenues for 1939, too? 

Mr. Coopmr: $160,255,000. 

) The Actinc Cuarrman: It has been moved .by Mr. Reid and seconded by 

| Mr. Picard that this report be adopted. All those in favour signify by saying 

aye. 

: Mr. Jackman: I want to put in a rider in regard to that Northern Manitoba 
purchase. I do not know whether or not | should go on record here, but if one 

does go on record in this committee— 

; Hon. Mr. Curvrier: I can assure you you will have every opportunity to 

discuss it in the House. 

Mr. Jackman: I do not want it to go on record that we passed the budget 
unanimously without having that matter gone into. May I ask the minister why 
it has to come before the House? 

Hon. Mr. Curvrier: The Railway Act provides that the acquisition of a 
new line must be subject to the approval of parliament. 

The Acting CuHarrMaNn: All those in favour signify by saying aye. 


(Carried). 


Mr. JACKMAN: On division. 


The Vicn-CHaIRMAN: We will pass on to the Canadian National West 
Indies Steamships annual report. I would ask Mr. Vaughan to read the report. 


Mr. VaucHan: With your permission I should lke first to read a statement 
in connection with the Canadian National West Indies Steamships. 

Now that the war is over and the affairs of Canadian National (West 
Indies) Steamships can be discussed with more freedom I think it would be an 
advantage to give a short history of the line with particular reference to the 
financial results of operations. I feel there is a fairly widespread misconception 
in this matter. The general impression seems to be that the operation of the line 
has not been successful but this impression is far from being a correct one. 

The Company was incorporated in 1927 to implement the Canada-West 
_ Indies trade agreement of July 6, 1925. The entire share capital of the Com- 
pany is $40,000 all owned by the Dominion Government. 

. The trade agreement of 1925 replaced a former agreement negotiated in 
1920. Under the 1920 agreement (and a predecessor agreement of 1912) the 
Royal Mail Steam Packet Company had operated four ships on a fortnightly 
service between Canada and the eastern group of islands for which the Company 
was paid an annual subsidy of $340,666.66. Under the 1920 agreement, Canada 
also undertook to provide a service to the western group of islands and this 
service was assigned to the Canadian government merchant marine. Under the 
- agreement the respective island governments undertook to contribute 25 per cent 
- of the loss incurred in operating the service, limited however to a maximum 
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contribution of £3,000 per annum from the Bahamas, £5,000 from Jamaica and 
£5,000 from British Honduras. The service was not remunerative largely due to 


unsuitability of the vessels to the trade. | 


The Royal Mail Steam Packet Company withdrew from the eastern service i 


in 1927 and the service was then turned over to the Canadian government mer- — 


chant marine for operation. The Canadian government merchant marine there- 


after continued to operate both the eastern and western services until the Cana- — 


dian National (West Indies) Steamships commenced operations. 


Under the 1925 trade agreement Canada had undertaken to provide certain i 
ship tonnages and services for which tenders were invited from steamship inter- — 


ests, Two tenders were received by the Canadian government for the eastern 
service, one from the Royal Mail Steam Packet Company and the other from 
Canadian National Steamships. In the case of the western service, the Canadian 
National Steamships was the only tenderer. For the eastern service the Royal 
Mail Steam Packet Company submitted two proposals:— | 


(a) They would operate a fortnightly mail, passenger and freight service — 


with four new 12 knot passenger vessels in accordance with the trade 


agreement, for which they asked an annual subsidy of $582,783.33 — 


and to have the privilege of optional calls at one U.S.A. port in one 
or both directions. 
(6) They would perform the service every twelve days with smaller ships 
for an annual subsidy of $534,116.67 with the privilege of a call at 
U.S.A. ports and provided that there should be no competition from 
government owned or controlled vessels. 3 


The proposals of the Royal Mail Steam Packet Company were not accept- 


able to the government and the Canadian National (West Indies) Steamships 


Ltd. was incorporated for the purpose of carrying out the services called for in 
the trade agreement. 


Five passenger vessels were constructed by Cammell, Laird & Company, 


Birkenhead, England, these being: 
Gross Deadweight Total 


Tonnage Tonnage Cost 
TAD G ND TARE rh What ek las SA eee eee ata 7,985 6,370 $1,694,718 ll 
MOE STR OCOMON SG 20 te (ets Utatg tye DM Lary Om hire tie 7,989 6,370 1,689,284 11 
LAY IN CLEONG FE CUE MRE RLV Oe RE aE 7,970 6,370 1,685,730 12: 
VAICH RICOUNRCY: Va NAN sisteas oe CERI eae 8,194 4,665 1,784,672 30 
PACU NOMET BAU OGLE ead ene cinta ue eel ation 8,194 4,665 1,779,694 67 


Six freight vessels were transferred from the Canadian government merchant 


marine, these being: 


Cathcart AR Weep ANE ts RE ORL aa aT aha ET AA a 3,708 2,950 $ 443,672 48 
COP CIE Cita UCN iT cht ee ROR A geal Sa aR 1,769 2,781 425,770 36 
OROMEIY Med eS PL ENC Rate Aba Ri te arm 6,136 8,600: 500,739 02 
OLD ORME hia Gh cS k's os oid atl SAR ele pete Rak 6,230. 8,650. 500,724 02 
OPM OUUTE NRIs alse eee Le en Re ere 5,458 8,390 167,564 02: 
CORRBCLON sus ve ble SOS LR ae: age om geiete 1,769 2,781 286,759 85 


| $10,969,329 06 
The cost involved in the purchase of the fleet of eleven vessels was financed 


from the proceeds of a $9,400,000 5 per cent Dominion Government guaranteed — 
bond issue due in 1955 together with certain capital cash advances from the — 


Dominion Government. The Company forthwith embarked on an intensive pro- 
gramme in an endeavour to develop trade, both freight and passenger, between 
Canada and the Islands. 

The balance sheet of the Company at the end of 1945 shows that for the 
whole period of operations (1929-1945) there has been an overall loss of 
$4,963 633.22. The balance sheet however is not necessarily a final summation 
of all the gains or’ losses resulting from the operation of Canadian National 
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~ clusion can be reached as to whether or not the line has been a financial suc- 
cess. From the deficit of $4,963,633 there should be deducted the amount of the 
- insurance reserve, $1,260,880 which has been built up out of operations and 
which is nothing more nor less than surplus in a winding up of the Company. It 
will thus be seen that the overall loss has been $3,702,753 which, spread over 
the seventeen years of operation, gives an annual loss of $218,000. 
; In arriving at the total loss of $3,702,753 there has been charged $4,333,615 
_ for interest paid to the Government. These interest payments have been in 
respect of advances both for capital and for operation. I have no objection to 
_ being charged for interest on amounts used for capital purposes but we have 
_ taken objection to being charged interests on amounts lost in the early years 
of operation. Such advances do not produce assets capable of earning any 
return. Not only did we object to the policy but we also objected to the rate 
of interest which in our opinion was excessive. The interest rate was 5 per cent 
_ which rate was continued to the end of 1948 when it was reduced to 24 per cent. 
_ Of the total Government interest of $4,333,615, $3,226,616 represents interest on 
deficit advances. It will be seen therefore that the deficit of the Company to 
_ the end of 1945 represents, broadly speaking, interest paid to the Dominion 
_ Government on its advances for deficits incurred in the early years of operation 
_ when the line was being developed and which unfortunately coincided with the 
_ years of business depression. 
It must be remembered further that our operations have been restricted 
*to and governed by the conditions of the trade agreement requiring calls at 
certain ports and the maintenance of specific services which would not have 
_ otherwise been undertaken if we had had regard only to the financial results of 
operation. In the case of the Kingston-Belize service, for instance, the deficit 
on this operation to 1941 was $1,270,149. No private operator would have 
_ undertaken this service without a subsidy payment. 
f Now I wish to mention some of the gains to Canada which are not reflected 
_in the balance sheet. By the decision to assign these services to Canadian 
National (West Indies) Steamships Canada saved all subsidy payments to 
_ private operators. For the Eastern service alone the Royal Mail Steam Packet 
_ Company which was the only private company which tendered asked a subsidy 
_ of $582,000 per annum. Estimating the subsidy which would have been payable 
_for the Western service and applying the subsidy payments actually received 
from the Island Governments during the period 1929-1941 (when the service 
was curtailed due to war conditions) it is estimated Canada has saved 
_ $12,870,000 in subsidy payments by reason of the operation of these services by 
our ships. | 
a During the period of operations export cargoes from Canada to the Islands - 
_ totalled 2,458,628 tons which had a trade value in excess of $208 millions. 
_ Import tonnage totalled 3,381,159 tons with an estimated trade value in excess of 
$114 millions. The import tonnage included 25,158,300 stems of bananas 
imported during the period 1929-1942. The regularity and. dependability of 
_ the service maintained to the beginning of the war period did much to improve 
trade relations between Canada and the West Indies Islands. This eain to 
Canada is not reflected in our balance sheet. 
_. The Company has been required to carry all mail free, the contention being 
that subsidy payments by the various Island Governments cover the conveyance 
of mail. It is estimated that mail revenue at “going rates” would have amounted 
to $20,000 per annum. 
__ It should also be pointed out that the Company has created considerable 
employment, the total wages paid being in excess of $16,250,000. The Company 
has been a large purchaser of fuel and provisions, and the maintenance and 
overhaul of the vessels has provided considerable work for Canadian shipyards. 
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FE (West Indies) Steamships and some further analysis is necessary before a con- 
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| The operation of the fleet has also been of inestimable value in affording — 
to Canadian citizens the opportunity for seafaring work and this was well | 
demonstrated by the ready response of so many of our officers and seamen — 
for service in the Canadian Navy and Merchant Marine at the outbreak of © 
war. The availability of experienced men at that time was“an important factor — 
in establishing Canadian Naval and Merchant Services so efficiently. and — 
expeditiously when they were so urgently required. ~ _ a 
I think, therefore, the members of the Committee will have no difficulty — 

in agreeing with me that the West Indies services which we have provided have 
been highly successful and that there is ample justification for their continu- 
ance. It is for these reasons that the directors in the annual report have stated 
that much consideration is being given to the future operations of the Company — 
and that the line should not be allowed to become a war casualty. pe 
Mr. Poutior: Hear, hear. 4 
Mr. Rew: My first question is this: are the Islands’ government still paying — 

you subsidies, as outlined on page 1 of your brief, under that old agreement — 
of 1920? | 
Mr. VaucHan: No, sir. Those subsidy payments were reduced during the 4 
war. 
Hon. Mr. Curvrier: The agreement is still in operation. 
Mr. Cooper: The Islands’ governments were under an agreement to pay 

a total subsidy of £45,500 per annum. In 1945, due to the curtailment ofa 
services, the subsidy payments were £29,850. “a 
Mr. Rem: And what about their agreement to pay you twenty-five per © 
cent of the loss? : = 
Mr. Cooper: They only agreed to pay twenty-five per cent of the loss — 

up to the amount of the fixed subsidy payment, and that was in respect to the 
prior services, not in respect to current service. The obligation under the trade ~ 
treaty in 1926-1927 was limited to £45,500 per. annum. | <a 
Mr. Rew: And these subsidy payments go to the credit of the Steamships ~ 
company or the government? q 
Mr. VauGHaN: They go to the eredit of the operation of the steamships. . 

Mr. Rew: And that takes care of the carrying of mail. | 
Mr. Jackman: May I ask what the status of the agreement is now; 1s lt © 

in operation? a 
Mr. VaugHan: What is that? | | 

Mr. JACKMAN: What is the status of the agreement in 1946? a 

Mr. Vaucuan: I believe the agreement has expired and has not yet, so — 

far as I know, been renewed. a 
Mr. JAcKMAN: Has the service been requested? 
Mr. VaucHan: We have carried the service on all during the war; not — 
making all the calls required under the agreement, but we have operated a — 
service. Last year we operated a fleet of over twenty vessels. We continued — 
operations all during the war except for passenger service, and we have not — 
had the boats with which to give the full service. j 
Mr. JAckMAN: I am just wondering what the-alternative would be if a 
new agreement is not arrived at by parliament. ¢ : 
Mr. Vaucuan: We believe that it would still be possible to operate these — 
vessels. a 
Mr. JAcKMAN: Without a subsidy? 

_ Mr. Pov.ior: What are your suggestions, Mr. Vaughan? I have listened 
with very great interest to what you have said. Now, may I ask you this: if the — 
subsidy of $582,000 had been paid during the thirteen years from 1929 to 1941, 
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have to pay because the Royal Mail Steam Packet Company did: not operate. 
Mr. VauGHAN: Yes, sir; they saved that amount of money. 
Mr. Pouusot: Exactly. You had to pay five per cent of this over a certain 
period of time? | 
Mr. VauGHAN: We paid five per cent on the losses sustained in the early 
stages, 
Mr. Povutror: And this rate has been reduced to two and a half per cent? 
Mr. VAUGHAN: Yes, in 1943. 
Mr. Poutror: The operations of your ships were subject to the emergency 
of war? 
Mr. VaugHan: Their movements were controlled to some extent by 


Admiralty. 


Mr. Poutior: They were under Admiralty control? 
Mr. VAUGHAN: Yes. 
Mr. Povuiiot: As were all ocean-going ships. And now, Mr. Vaughan, 
what I would like to know is what are your suggestions for putting the Cana- 
dian National Steamships back on the same level of efficiency as they were prior 
to the war? 

Mr. Vaucuan: I think if you will permit me to read this report, Mr. Pouliot, 
it will give you some of the information you desire: 


MontreaL, Marcu 15, 1946. 


Tue HonovurABLe LIONEL CHEVRIER, K.C., M.P., 
MINISTER OF TRANSPORT, OTTAWA. 


Sir, 

On behalf of the Board of Directors of Canadian National (West Indies) 
Steamships, Limited, I beg to submit the Annual Report of the Company for 
the calendar year 1945. 

The operating results for the year compare with the previous year as follows: 


1945 1944 Decrease Per cent 
Operating revenues ...... $4,412,251 34 $5,378,058 55 $965,807 21 17-96 
Operating expenses ........ 2,849 091 51 3,403,725 74 © 554,634 23 16-30 
Operating “pron... . Sauer 2 1,563,159 83 $1,974,332 81 $411,172 98 


The operating accounts reflect a reduced level of business in 1945 as com- 
pared with the previous year. The number of voyages completed was 23 as com- 
pared with 25 in 1944 and there was a reduction of 23,117 tons in export tonnage 
and 31,880 tons in import tonnage. Freight revenue for the year amounted to 
$3,155,714 against $4,125,593 the previous year, a decrease of $969,879 or 
23-5%. Passenger revenue increased from $8,231 in 1944 to $55,325 in 1945 
due to resumption of limited passenger service, but the available passenger 
accommodation was quite insufficient to cope with the numerous requests for 
passage during the second half of the year. 

Earnings from investment of the Vessel Replacement Fund amounted to 
$216,842, which added to the operating profit made the gross income of 
$1,780,001. From this there was paid $520,916 for bond interest and exchange 
and $142,999 for interest on Government advances, leaving an income surplus 


for the year of $1,116,085. 


This income ‘surplus was utilized as follows: $632,080 was paid to the 
Government in final discharge of all capital and working capital advances, 
the earnings of the Vessel Replacement Fund, $216,842, were retained in the 
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Fund, and the remainder, $267,162, was set aside as additional depreciation 1: 
view of the decision to dispose of certain of the older vessels in the immediat 
future. : : 

With the cessation of hostilities and the consequent removal of wartim : 
secrecy, 1t would seem appropriate at this time to review the activities’ of the ig 
Company during the war years. At the outbreak of war the fleet comprised i? 
the following eleven vessels: ee 


a. 
ra: 


Gross Deadweight 7 

Tonnage Tonnage ot 
YOGA oil BY) ayia geese BUM, WY ME RM. FR alla uc UY, AH SAL ag AR: 7,985 6,370 
Pa TT GOT I08 ie BO gO RLS oe Ee eo eG ewe ea a 7,989 6,370 
DICOY MAN CLSOW yi sock planus, Ca tartles o aera ANE eta Bele tare een rec uae) ne aaa tee 7,970: 6,370 
FDL COMM EY Fo Gis og Winnie wig, Seb R ae Bl cee Ee CEE EERE EO a aan a 8,194 4,665 
EGY PS OULETS he Son Ss Si US ole oe gee Rn GT | RE SCT a ve 8,194 4,665 
ok OP a Pal gl Alito? Lah EN Gp oy MINER AD one Ulan U Hs ah vane dP ay Hou SIC ame go De 3,708 2,950 
CEVA ee ee ary Ce tie GUS eI Cee an ae eal ner 3,663 2,950: 
ORO CMY i el ten age Te TENN ACR a pe i es aA 6,136 8,600 
ELAR OC, Ri AO Mpa NERD TOA AAC VRCINKLC F palviauiy die | Lote Se aR 6,230: 8,650 
CLOPMACIU Sa a ek IE TL TAY ae Tt at De 5,458 8,390: 
ORM EGLOT Ns Ugg URES Gites Sn RO ede We eT NEAR PA Aa SNe 1,789 25,781 


67,316 62,761 


During the year 1940 services operated with considerable irregularity as to a 
scheduled times of departure and arrival, and on October 3, 1940, the “Lady - ™ 
Somers” was requisitioned by the United Kingdom naval authorities. ‘a 

On July 15, 1941, the “Lady Somers” was lost through enemy action, her _ 
complement of 175 naval officers and men all being saved. Bo: 

At the direction of the Canadian Shipping Board the “Cornwallis” was dis-_ ¥ 
patched to the Far East in July 1941, followed by the “Chomedy” in August os 
and the “Colborne” in September. Each vessel completed two voyages before * 
the fall of Singapore on February 15, 1942. ae 

On January 19, 1942, the “Lady Hawkins” was lost through enemy action. a 
The vessel sailed from Boston on J anuary 16th with 211 passengers and a crew 
of 110. Of the entire ship’s company only seventy were saved. The survivors 
were landed at San Juan, Puerto Rico, on January 28, by the SS “Coamo.” 

On March 9, 1942, while lying in the port of Castries, St. Lucia, B.W.1., the 
“Lady Nelson” was torpedoed and seriously damaged. Fifteen passengers and a 
three crew members were killed and many others seriously injured. The vessel A 
was salvaged, however, and towed to Mobile, Alabama, arriving May 29, 1942. 
Whilst in drydock at Mobile for necessary repairs it was decided that the vessel 
should be fitted out as a hospital ship and chartered to the Department of — 
National Defence. Repairs and conversion were completed on February 18, og 
1943. Her first sailing as a hospital ship was on May 1, 1943, from Halifax. + § 

On May 4, 1942, the “Lady Drake” was torpedoed with a loss of six of 
passengers and six crew members. The vessel left Bermuda on May 3 with a a 
complement of 141 passengers, a crew of 113 and eleven members of the crew. _ 
of the “Lady Nelson” who were being repatriated. ‘The survivors were 
returned to Bermuda by the SS. “Owl”. | a 

In June 1942 it was decided that the “Lady Rodney” should be placed i 
in Government service as a“troopship plying between Canada, Newfoundland 
and Labrador and the vessel was consequently chartered to the Department 7 
of National Defence. In October 1945 this vessel, still under the charter to the 
Government, was transferred to troop repatriation service. By 

On September 11, 1942, the “Cornwallis” was torpedoed while lying at 
Bridgetown, Barbados. The vessel did not sink and after salvage operations 
was towed to Mobile for repairs, which were completed in J uly 1943. oh, 


y 
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ah December 1943 the “Connector”, which had been withdrawn from inter- 
Peland service in 1941 and brought to Canada for home duties, was chartered 
bts the Jamaican Government for service between Kingston, Jamaica, and ‘l'ampa, 
e A Florida, and this charter is still in effect. 

On December 3, 1944, the “Cornwallis” was torpedoed off the Coast of 
Maine. The vessel carried a crew of forty and one Sco ae of whom only five 
crew members were saved. 

At the end of hostilities therefore the fleet had suffered considerably, being 
reduced to the following seven vessels, with the “Lady Nelson” and the “Lady 
Rodney” still in Government service: 


Gross Deadweight 
Tonnage Tonnage 

TEAM NBER GN 1h caPerete te thet Tie es shee Glu eR wee Ty ela 7,970 6,370 
OAD ACO MEU Gb iNa eae Na IGE ecu e biel wale! So lgit - 8,194 4.665 
CEE CUT Se He Wiel ore and GINS hn ch gate a Ne 3a a 3,708 2,950 
CGC ET Ee Alcea e oh ered MUD ela Meta Ceniah et 3,663 2,950 
ORY COC TAS SI ea CO INRA DR hy IO Ae At pa) 6.136 8,600 
COLDOT ICRI arciirmuiet pay UN dL, Miameumicaby / Uh Ee 6,230 8,650 
(Be Ty STEED pe OM RUS OA ile GAUL CMG ALUN SAN ey DRO ES UR Og gay ENA 1,789 2,781 

37,690 36,966 


i: In its efforts to maintain service to the West Indies and undertake certain 
- charter runs for the Departments of Transport and Munitions and Supply, the 
Company augmented the fleet at various times throughout the period by 
chartering or operating under management agreement vessels of other owners. 
The SS. “Canateo” and SS. “Dalwarnic”’ were leased from the Canada 
Atlantic Transit Company, the “Canatco” being lost on October 21, 1942, off 
the Labrador coast. .The entire crew of thirty-six men was rescued by the 
accompanying naval escort. The “Dalwarnic’’ is still under lease and is being 
operated under charter party. 

For varying periods seventeen vessels have been operated under operating 
agreements with the Park Steamship Company Limited, eight of these vessels 
being still in the service at the end of 1945. These were operated on a manage- 
ment fee and commission basis. 

Four vessels were also operated for the Ministry of War Transport of the 
United Kingdom. They were returned to the Ministry late in 1945. 

| During the years 1940 to 1945 inclusive, the operating results, including 
_ depreciation on vessels, were as follows: 


Operating Operating Operating 
Year Revenues Expenses Profit 
Nf FN AES al AE NORTE Same EN $ 5,750,341 42 $ 4,874,386 38 $ 875,955 04 
TE Ee Ree Lee a aR ae 6,756,463 57 MIOR TH 1 92 1,464,711 65 
FP Dette Menke, tan Tea a kicelenat on ete Mie 5,600,496 25 4,380,852 94 152195643), 31 
Le Bi ial natehs eat see tah eee cee kode 4,492,188 94 3,188,578 72 1,303;610022 
UN I Sita til Sc AAEM BER Ne 5,378,058 55 3,403,725 74 1,974,332 81 
1 OA Ger wit wridige Marien aki LMCI oe 4,412,251 34 2,849,091 51 1,563,159 83 


$32,389,800 07 $23,988,387 21 $8,401,412 86 


Out of this operating profit interest was paid in United States funds on the 
Company’s outstanding bond issue, which absorbed $3,224,012. Payments to 
- the Government for interest were $3,412,353, and in repayment of capital were 
$1,765,047, a total payment to the Government of $5,177,400. 

ae The insurance and other recovery for vessels lost during the period, 
Y it depreciation accruals, and fund earnings have been placed in a separate Vessel 
_ Replacement Fund which at December 31, 1945, amounted to $6,740,407. The 
fund i is invested in Rae ay Bonds. 
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Canadian National (West Indies) See ae: Limited Soran es op 
ations in 1929 in conformity with the West Indies Trade Agreement of July 6, 
1925. Since that time its ships, flying the Canadian red ensign, have materially — 
assisted in the expansion of Canada’s external trade with Bermuda, the Leeward 
Islands, Windward Islands, Barbados, Trinidad, British Guiana, the Bahamas, _ 
Jamaica and British Honduras. They have carried 3,381,159 tons of import — 
cargo and 2,458,628 tons of export cargo. Employment has been provided at sea 
for Canadian citizens and work has been provided for Canadian shipyards. — 

The “Lady” ships have been extremely popular in the tourist trade and 
numerous enquiries are being received as to when sailings are to be resumed. The 
line should not be allowed to become a war casualty. Much consideration — 
is being given to the future operations of the Company. To provide for the — 
immediate requirements it has been decided to purchase from War Assets 
Corporation three diesel powered cargo ships, each of 7,500 deadweight tonnage, — 
with 16,000 feet of refrigerated space end a speed of 15 knots. These ships, now. 
building for Wartime Shipbuilding Ltd., should be delivered to the Company > 


CONSOLIDATED 


ASSETS 
INVESTMENTS: 
PSII LRM cin gmanlgy ers Gately eek MNS giaae Bhe tae GARI te lol Net, et eee eM ie is $5,558,668 15 
Less Accrued ‘Depreciation Be TM ATE Ne pate: eek OURSES RE Pg tate RE 8,252,748 09 
, $2,305,920. 06 ‘f 
Weessel tiep AGENT ED LETT Ciel ou goes alt wtotm ce ote euatnts bet ote yieale o's 6,740,407 66 és, 
ee! $ 9,046,327 72. 
CURRENT ASSETS: ee) 
GAS ETOT TY ESA TICS [atch ta tiny Saou er atigey lei abate ale OR kd $722,406 61 
Spee aly WIEDOSILS ii cs) sib ats Bie sie iaie eG Cue is ies 13,1510 00 
——_——— $ 735,556 61 
PNCGOUTIES VLVOCELVEDLE, We koe ce ein tniste clesem Sialeleiael yb loa Mion te eared. 1,115,719 67 
Freight, Passenger and Agency Balances................ 404,853 69: 
TAROT UOT OF 1S Sistah vie skier ehelt aceunls ate ViraKT Se CeoMtp ar Best CADE AneunS mR et 24,203 66 
Advatices to Captains, Grewsy ete cic ae fas essidie's basleee ls 26,938 29) 
Due to Insurance and Vessel Replacement Funds........ 257,048 24 : 
; a 2,050,223 68 
WENA OTR WH ELI Dad! Sere oho icle Selle) cL ccea te Ph le IRV Un gaan hale REMRESTS ui gegTe tT baa ORT Ger yt aN a 1,260,880. 88: 


PISCOUNT ON 'CAPITAL, STOCK Uotes, 572 Sth Mae yee eee acetyl MLE whe ei nena oe eda 40,000 00: 
| $12,397,432) 28 


CERTIFICATE 
We have examined the books and records of the Canadian National (West Indies) 


and subject to our report to Parliament, we certify that, in our opinion, the above Consolidated 
the Pee atnehaDe as at the 3lst December, 1945, and that the relative Income and Profit and 


15th March, 1946. \ 
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during the late summer this year. One 4,700 tons (d.w.) ship has been purchased 
from the Park Steamship Company and four other similar ‘‘Park” ships will 
be acquired on a bare boat. charter basis. The Company also desires the 
return of the “Lady Nelson” and the “Lady Rodney” as soon as they shall have 
completed troop repatriation duties and have been reconditioned to resume 
freight and passenger service. 

The Directors desire to pay high tribute to the bravery and loyalty of the 
Company’s officers and men during the dangerous and trying conditions of war- 
time operation. Many of them were called for naval service on the outbreak 
of war, and a good number both in naval service and the Company’s own 
merchant service have been decorated for meritorious acts and faithful perform- 
ance of duty. The Company will remember and honour those who were killed 
in the performance of duty, and to their bereaved families the Directors extend 


President. 


BALANCE SHEET 


DrEcEMBER, 1945 
LIABILITIES 


CAPITAL STOCK: 
Authorized and issued 400 Shares of $100 each......... eee e eee eee eee eee $ 40,000 00 


FUNDED DEBT: 
25 Year 5% Dominion of Canada Guaranteed Gold Bonds diue-in 1955...... 9,400,000 00 


DOMINION OF CANADA ADVANCES.......--0- ec eer e cere A eR Marae Sena ag ESB ATA 5,059,960 94 


CURRENT LIABILITIES: 
Mivchints (Payable canal ete ca vinnes feces mia te ses nts ai Ae sis eae 94,6 $1,136,423 60 


Interest Matured Unpaid... ..0..06 02. ce bee cece eect ete 13,150 00 
Unmatured Interest Accrued......+.-++++-- sah EUS AB Re, ae 156,666 67 


Passage Money paid in Advance.........--eseeere reer ee eeee 26,392 30 
—_____—__—— 1,332,632 62 


TINADIUSTED OREDITS. cise ee 0s coe ce need et eee cette sew ne nee wie rile eee ee PES eng 267,591 06 

. NSU RAN CH RESERVEs (1 cote aulel cos Gotta py ye cred Pin decaly te Hefei ot een a qyeitre Hes 2508 1,260,880: 88 
BT OA LOGS DI CFIETE ole ties nile sod cieee eyare tiene W BlreroitintdTe, winnie tte nia ib 6 6) ele et aie oa 4,963,633 22 
"$12,397,432 28 


Nore—A reserve has been provided for pension contracts 
in force under the 1935 contractual plan, but not 
for pensions conditionally accruing. 
TT) HO COOPHR, 
Vice-President and Comptroller. 


OF AUDITORS 


Steamships, Limited and Subsidiary Companies for the year ended the 31st December, 1945, 
Balance Sheet is properly drawn up so as to exhibit a true and correct view of the affairs of 
Loss Accounts for the year ended the 3lst December, 1945, are correctly stated. 


GEORGE A. TOUCHE & CO., 
Chartered Accountants, 


158 SESSIONAL COMMITTEE 


CONSOLIDATED INCOME ACCOUNT 


OPERATING REVENUE: 


Birerarnts i Re kel Cee LSE ee ke ic A OPE eae A oe $3,155,714 43 $4,125,593 02 
PR ASROR BOTY ps VM eM diols hock tina leo Ula mine ge ETM Ogee) ONG 55,325 89 8,231 61 
Management Fees and Commissions, etc. ..............0.5. 258,869 34 262,880: 93 
ROILORTCHESY (RG r ie Ll Nan ait gn)! tela tie Eee ke ee ER, 132,235 50 177,200 00 
COE a oS quae eon Racl MeL eeee i ben MORMRL U0 Sab RRNA LONE mihi CNS 810,106 18 804,152 99 
LOE ay «trv dss ve My hed eas on ae sthe oO DUR a NR MNCL aT Oa ye eae $4,412,251 34 - $5,378,058) 55: 
OPERATING EXPENSES: 
pyageracconnte. Pai eta Ne GEMMA AIR i alc an et $2,397,075 48 $3,004,628 20 
Menrecintion don Veapels: a0 \ 0 oye 5 CRAIN Nan ee eae NTU 279,466 28 243,158 05 | 
Management and Office Salaries...) 6.0.06. 00500... 208... 132,436 44 119,685. 66 
POTIONS earn VIA Bi cack dhe Biel gaa ERD aCe RI ene Ue SAA ental 4,329 72 3,338 00 
Rerum nen ses CIN a A Oe Ut thal a Ra Aa a : 35,783. 59 32,915. 83 
PEGA ae Sa NO AR Nh AO VE SS TR RR $2,849,091 51 $3,403,725 74 
Oper atang aitroni te ctl RAN Ry CRO Cimatr ole wth ne eam $1,563,159 83 $1,974,332 81 
Vessel Replacement Fund CATT UN WO tUN CES a akon gan Q16 S42 FL Gear! OP a ae 
$1,780,001 99 $1,974,332 81 
anterest ion; Bonds held by Public. 100 do) ek ee ee 470,000: 00 470,000. 00 
xehange ton *U 8. Pandey sii (yey mene An eae ae 50,916 66 51,700! 00 
Interest on Government Notes and Advances.............. 142,999 42 181,246 06 
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Mr. Picarp: What would be 
restore the service to what it was before the war? 


budget. 


Mr. Picarp: Where do we find that? 


Hon. Mr. Curveter: That is 
National Railways. 


the new capital expenditure necessary to 


Mr. Vaucuan: You will find that in the Canadian National (West Indies) 


at the back of the budget for the Canadian 


Mr. Poutior: Mr. Vaughan, I want to ask you this question, because I am 


very sympathetic with 
in our trade with other countries: 


you, and because ships are a most important factor 
You gave a figure of $12,870,000 which 


would have been the total amount of subsidy paid if subsidies had been continued 


to the Royal Mail Steam Packet Company. 
Mr. VaucHan: Yes, or to other private companies. 
Mr. Pouuior: Now, what has the government paid? 


Mr. Vaucuan: The government paid the losses sustained in the early years 
of operation and have charged us five per cent on those amounts as loans, and 
they have not credited us in any way with subsidies they would have paid 


to private lines. 


Mr. Pouxior: I understand you, but I want to make it clear; how much 


did the Canadian government pay for losses sustained in the first years? 
Mr. VaucHan: You have that, Mr. Cooper. 


He 
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Mr. Cooper: All the advances were in the form of interest bearing loans, 
$5,059,000. | 
Mr. Pouuiot: No, no; you did not get my question. My question was, 
how much was paid by the Canadian government to refund the losses sustained 
by the Canadian National Steamships in the first year of operation? 
Mr. Coopmr: First year, or years? 
Mr. Pouutor: The losses sustained in the first year; I want to know how 


“much was paid or advanced by the Canadian government to the company. 


Mr. Cooprr: In the first years of operation? 
Mr. Poutiot: No, the first year, the losses. What Mr. Vaughan referred 


to. 
Mr. JAcKMAN: I think what he wants is the breakdown of your losses by 
years. 

Mr. Cooprr: In 1929 they advanced us $862,269; that was the loss for the 
year 1929. In 19380 they advanced us $992,000; in 1931 they advanced us 
$916,000; in 19382 they advanced us $753,000; in 1933 they advanced us $967,- 
000; in 1934 they advanced us $566,000; and that makes a total of $5,059,000, 
they have not advanced us any money since that time. 

Mr. Pouxiot: $5,059,000; and how much did you pay in interest on that 
to the government? 

Mr. Cooper: The interest on that was $3,266,000. 

Mr. JAckKMAN: Interest accumulated but not paid. 

Mr. Cooprr: Paid. 

Mr. JACKMAN: Paid? 

Mr. Cooprr: Yes. 

Mr. Poutiot: And it was at five per cent? 

Mr. Cooper: It was five per cent up to the end of 1943 and then they 
reduced it to 24 per cent. 

Mr. Poutior: And that amount of interest $3,266,000 is the interest paid 
until last year, including the interest at two and a half per cent? 

Mr. Coorrer: Five per cent up to the end of 19438, and 2-5 per cent from 
then down to the end of 1945. 

Mr. Pouuiot: That is the total of interest which has been paid by the 
Canadian National Steamships to the government on advances? 

Mr. Cooper: For deficits. 

Mr. Pouuior: And now if you will take your pencil, please; the Canadian 
government spent $7,811,000 less than if the subsidy had been paid. 

Mr. Coorrer: No, I do not think so. We paid the government $3,266,000. 

Mr. Pouutot: No, no; I will come to that. If we consider in the first place 
the amount that would have been paid by the dominion government if a 
subsidy had been given, the total would have been $12,870,000; and, instead 
of spending that amount, the dominion government advanced $5,059,000 to 
cover the deficit in operation? 

Mr. Coopmr: Yes, sir. 

Mr. Pouuiot: Therefore the balance is $7,801,000. 

Mr. Cooprr: $7,811,000. 

Mr. Povuuior: Yes, which the government did not spend because the 


subsidy was not granted on the same scale as it was paid before. 


Mr. Cooper: You are absolutely right. 
Mr. Poutior: Well now beside that difference, that saving, the government 
received from Canadian National Steamships $3,266,000 for interest? 
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Mr. Cooprer: That is Coreen $3,266,000. 5 

Mr. Pouttor: Yes, and if we add $7, 811 000 to that amount of $3,266 000 Ve 
it means that the money received by the sovernment for interest, the difference _ A 4 
between the potential amount that would have been paid for subsidies of — 
$12,870,000 and the amount of $11,037,000, the difference would have been es 4 
$1,833 000? 

Mr. Cooper: I ite not follow that. | an 

Mr. Povuuior: I want you to understand it, because it shows that the contri- — 
bution of the government to the Canadian National West Indies Steamships 
was very small compared to the return in’ trade. In the first place we have — 
the potential amount of subsidies that would have been paid, $12,870,000, less 
the advances made by the government, $5,059,000, leaving a favorable balance 
to the government of $7,811,000. 

Mr. Cooper: Yes. 

Mr. Poutior: If we add to that favorable balance the amount that has 
been paid for interest we have a total.sum of $11,037,000. 

Mr. Coorrer: That is correct. 

Mr. Pouttor: The money that the government did not spend because the 
subsidy was not paid and the money that the government received for interest 
on advances, on deficits, and therefore the total of the savings and the receipt 

of interest is $11,037, 000. 

Mr. Cooprr: Quite right. 

Mr. Poutior: If we deduct from the potential amount that would have 
‘been paid for subsidy, $12,870,000, what has been saved and received by the 
government, a total of $11,037 000, it means that the contribution of the govern- 
-ment in money to the Canadian National West Indies Steamships has been only 
$1,833,000.’ 

Mr. Cooprr: I do not see why you make that deduction. May I put it 
this way? The government saved, by using the Canadian National West Indies 
Steamships in place of paying subsidies, $7,811,000. 

Mr. Poutiot: Yes. 

Hon. Mr. CuHervrier: That is assuming that the government would have 
accepted the payment of a subsidy to the Royal Mail Steam Packet Company 
of $582,000. 

Mr. Poutior: Exactly. 

Mr. Cooprr: It is only on that assumption. 

Hon, Mr. Cuevrier: That is a very problematical assumption. 

‘Mr. VaucHan: I might say that the $582,000 was only for one service. 
- The government was obligated under the Canada West Indies agreement to — 
provide two services, to the eastern island and the western island. The 
$582,000 was only for the eastern island service and no company would quote 
on the western island service, but it is fair to assume that the subsidy which 
would have been asked for the western service would have been higher than ~ 
which was asked for the eastern service because traffic is not as nies on” 4 
the western service as the eastern service. 

Mr. Poutior: I understand that, but the only face I want to do is to get 
the true picture. I want to help you ‘because I find that the steamship company 
is of the utmost importance to Canada in many ways. What I want to point — 
out to the committee is that if the government paid $5,059,000 to help the 
Canadian National West Indies Steamships they received interest from the com- 
pany, and if we add the amount of interest which has been actually received 
by the government on the previous advances to the saving of money which — 
occurred because a subsidy was not granted, although it is problematical, we» 
have a total amount of $11,037, ee 
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Mr. Cooper: Yes. I think you should stop there. I think you should stop : 


there because that is the advantage to government on the assumption, as the 


minister said, that they would have paid a subsidy. There was a gain to 
~ Canada on the subsidy account of $7,811,000, and in addition Canada received 
- interest amounting to $3,226,000. 

Mr. Pountor: Yes, and you will understand me because I want to make 
my position just as clear as possible. We still have the potential amount of 
$12,870,000, the total amount of subsidy that would have been paid. 

Mr. Nicnotson: You have already taken that into account, have you not? 

Mr. Pouttor: No, no. I have mentioned it. I am taking what the govern- ° 
ment has not spent and what the government has received, and if we add the 
two together we have $11,037,000 to deduct from that potential expenditure of 
$12,870,000 if the subsidy had been paid, and therefore the government has 
actually spent a total of $1,833,000. 

Mr. Cooprr: No, I think you are rather unfair to your own argument. 
T believe that the benefit to Canada by the operation of these services by our 
ships in respect of the matter we have been discussing 1s $11,037,000. 

) Mr. Picarp: I think the last figure submitted by Mr. Pouliot as the deduc- 
tion of the $11,000,000 from the $12,000,000 is the amount that the government 
has saved, has not paid. 

Mr. Poutior: Has not paid. 

Mr. Picarp: It might have paid $12,000,000, and it has received in fact, 
$11,000,000 so that the $1,000,000 odd left is the saving to the government. 

Mr. Povuutor: Besides that you have carried the mail free? 

Mr. VAauGHAN: Yes, sir. 

; Mr. Cooper: And we have brought in imports or made exports amounting 
- to a value of $322,000,000. 
Mr. Pouttor: Exactly. Were you the only company that gave a direct 


service on a regular schedule? 


Mr. Vaucuan: I think it is fair to say we were the only company giving a 
service on a regular schedule. I think Pickford and Black of Halifax operated 
a few small boats to the western islands, that is, to Jamaica. I do not think 
that any company operated to the eastern islands during that period except 
perhaps schooners. 

Mr. Pounior: You were the only Canadian company that gave regular 
passenger service? 

Mr. VAuGHAN: Yes, sir. | 
a Hon. Mr. Cueverer: Were there not some American companies calling at 
~ Halifax and Montreal, the United Fruit people? 

Mr. VaucHaN: There were no other passenger liners coming to Canada 
from the West Indies. We were the only company that gave any passenger 
service at all from or to Canada. 

Hon. Mr. Cueverer: I think Mr. Pouliot’s question included both freight 
and passengers. 

Mr. VaucHan: There were occasional United Fruit boats which came 


— into Saint John with bananas. I think they had a boat at irregular intervals 
come in there, but Mr. Pouliot is quite correct when he says we were the only 
- company giving a regularly scheduled service. 


Hon. Mr. Cuervrier: What I am trying to bring to the attention of the 
- committee is that there were other companies who were operating service to the 
Islands besides the Canadian National West Indies Steamships. For instance, _ 
the United Fruit people and the Saguenay boats were operating in that territory 
as well, were they not? 
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Mr. VaucHAN: Oh yes, that is quite true. awe did. not have the ficld ¢ e 4 
_ ourselves. | a 
Mr. Mutcu: The only point of that is that you achieved the results 
which you achieved in the face of regular competition. % 
Mr. Pouuior: Exactly. 
Mr. Picarp: I think everybody is trying to be nice to the company. 
Mr. Pouuior: They deserve it. 
Mr. Nicuouson: Following along Mr. Pouliot’s argument I should like 
. to know why the management did not make more effective representations to 
the government of the day in 1929, 1930 and 1931, and why these very large ~ 
deficits were allowed to accumulate? In view of the fact that subsidies had 
been paid for the service I think there was a very good argument for them. Why ~~ 
was is not possible to have some adjustment made year by year rather than 
allowing the $5,000,000 total to accumulate by the end of 1934? Is it not — 
possible at this stage to reach an adjustment? I think Mr. Pouliot’s argument 
is very reasonable, that the company has been placed in an unreasonable posi- 
tion and some adjustment should be made rather than to carry on the balance 
sheet these very large liabilities as a result of failure to pay a subsidy in the 
early operations of the service. 

Mr. VaucHAN: I could not say what representations were made in the — 
early days by Sir Henry Thornton when the service was started. I do know — 
this that since I have been president in the last five years we have made ~ 
representations. We were successful in getting the interest rate reduced in 
- 1948 from 5 per cent to 24 per cent, but that is as far as we have been able to go. 

Mr. NicHotson: How far have you gone? Can you give the committee 
any additional information as to what you have done with sea to getting — 
some adjustment on this score? 

Mr. VaucHAN: We have made representations to the Department of 
Finance, but that is all we can do. 

Mr. Mutrcu: The fact is though that you have been able to carry the 
load and pay a profit? 

Mr. VAUGHAN: Yes. 

The Actinc CuarrMAn: If the government had had to pay a subsidy on 
the second route it would have been over a million dollars a year on the two. 

Mr. VaucHAN: Yes. Never in any year even in the early stages did we 
lose more money than the government would have had to pay in subsidies. . 

Mr. Mutrcu: To a private company? 

Mr. VaucHAN: To a private company. 

Mr. Poutior: Mr. Minister, may I ask you if there are still any more 
10,000 ton boats available? 

Hon. Mr. Curvrier: No, they have all been sold, at least, those that were 
under the jurisdiction of Park Steamships. I am informed by the Department 
of Reconstruction that they have all been sold with the exception of those three 
that Canadian National West Indies Steamships have purchased. _ 

Mr. Povutiot: Do you intend to replace the three Lady ships that wer 
sunk? | 

Mr. VaucHan: We do not intend to replace them in kind. This budget indi- 
cates that we are taking over from War Assets three diesel-driven boats that 
have a small passenger carrying capacity, but we do not intend at the present 
time or in the immediate future to replace the three Lady boats which have 
been lost. 

Mr. Poutior: Do you intend to charter new boats? 
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4 . Mr. VaucHan: We are chartering at the present time certain boats from 
_ the Park Steamship Company, but beyond those we do not intend to purchase 
fe. Any more. | 


Mr. Pouuior: If you build other ships will you build them in Canada? 
| Mr. VaucHuan: That is a hypothetical question, because we have not got 
it in mind to build any, ships at the present time. | 

Mr. Poutior: But if you do will you ask for tenders in Canada? 

4 Mr. Vaucuan: If we were going to build new ships we would certainly ask 
Canadian builders to tender, and give them an opportunity to figure with us. 

Mr. Rew: That would suit us in British Columbia, because we can produce 
the ships cheaper there. 

Hon. Mr. Cuevrier: Is that not what you propose doing with reference 
to your west coast steamships? 

Mr. VAUGHAN: Yes. . 

Hon. Mr. Cuevrrer: I presume you would not follow any other policy. 

Mr. VaucHuan: One of these diesel boats is being built at the coast, Mr. 
Reid. 

Mr. Prcarp: That ties in with my previous question. You state here that 
the line should not be allowed to become a war casualty. I was wondering 
whether along the same lines that Mr. Pouliot has Just mentioned you intend 
at some time to make further capital expenditures to bring the company 
back to its pre-war condition of five passenger and freight ships plus your 
cargo ships? 

Mr. Vaucuan: Unless Canada should assume a further obligation in 
connection with treaties between Canada and the West Indies it would only be 
our intention to replace the existing boats plus the boats covered in the budget 
by such other vessels as might be required to take the place of boats that we 

might lose or sell on account of obsolescence. 


; Mr. Prcarp: You do not intend to-go back to the sarne scale of operation 
_ with five passenger carrying ships? 

q Mr. VaucHan: We have not in mind at all to supplement those three 
passenger boats that we lost. 

Mr. Murcu: It would be fair to say that you are directing the emphasis in 
your reconstruction program to freight carrying rather than to passenger 
‘carrying? | 

3 Mr. VAUGHAN: Yes. 

7 Mr. Murcu: I assume that would be influenced to some degree by the fact 


- that passenger traffic to the area is primarily a luxury traffic, and you are 
probably figuring on possible air competition as to the passenger traffic? Is 
. that correct? 
Mr. Vaucuan: That is one reason, and besides that there is no obligation 
- now. ‘There is no trade agreement requiring Canada to provide passenger 
. facilities. We will have some passenger accommodation. We will in due 
course get back Lady Rodney and Lady Nelson. It will take three or four 
months to recondition those boats before they go in that service. Then the. 
three diesel boats will have accommodation for twelve passengers each. Then 
we have two other vessels which have accommodation for twenty passengers 
each, so that we will still be able to carry some passengers. ) 
Mr. Murcu: There is more money in freight? 
Mr. VAUGHAN: Yes. | 
) The Acrinc CHAIRMAN: Will they be any faster than the Lady boats? 
64552—3 . 
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Mr. VaucuHan: I think that those three diesel boats will be a little. faster”. 
than the Lady boats. 


The Actinc Cuatrman: They took about fourteen days for the route érip? : 


Mr. VAUGHAN: Yes. 

Mr. JAcKMAN: How many knots are the new ships? 

Mr. VaucHan: The new ships will have a sea speed, cruising speed, of about 
15 knots, but can be pushed to 16 or 17 knots. 

Mr. JAcKMAN: Some of these new United Fruit ships are 19, are they not? 

Mr. VauGHAN: Yes, they are. 

Mr. Ret: In leasing some of these Park steamships did you take over ihe 
crews as well when you took them over under agreement and operated them? 
Did you take them over with the crews that were on the Park Steamships at 
the time? 

Mr. VauGcHaNn: If we took boats over from the Park Steamships which we 
had not been operating before, we put our crews on them. 

Mr. Prcarp: When you say that you do not intend to replace the Lady 
ships that were lost do you mean that the tourist traffic is not so profitable that 
it is worth while to look to that right now? 

Mr. Vaucuan: One of the principal reasons is that at the present time owing 
to the tremendous cost of building passenger boats we would not feel justified in 
asking the government to put up the money. 

Mr. Povuuiot: Mr. Vaughan, will you please tell us what subsidiary 
companies there are of the Canadian National West Indies Steamships? 

Mr. VaucHan: Canadian National West Indies Steamships so far as I know 
has not got any subsidiary companies. 

Mr. Povutiot: And on the Pacific coast, what have you? 

Mr. VAUGHAN: We are only operating one coasting vessel at the present 
time. That does not come under the Canadian National West Indies Steamships. 
That comes under our western operations. 

Mr. Poutior: But you have one ship; is it the Prince George or the Prince 
Robert? 

Mr. VaucHaANn: The Prince Rupert. 

Mr. Poutior: What is the name of that ship? 

Mr. VAUGHAN: Prince Rupert. 

Mr. Povuior: It travels from Vancouver to Prince Rupert? 

Mr. Vaucuan: It travels between Vancouver to Prince Rupert, and in the 
summer time to Skagway, Alaska. 


Steamships? 

Mr. VAuGHAN: No, sir. 

Mr. Poutior: It is directly under you? 

Mr. VAauGcHAN: Directly under the Canadian National Railways. 

Mr. Poutior: And is the West Indies service under the Canadian National 
West Indies Steamships under you? 

Mr. VAUGHAN: Well, it is operated by the Canadian National West Indies 
Steamships, but it comes under our jurisdiction. We have a separate organiza- 
tion to handle it. I happen to be the president. . 

Mr. Pouuiot: Why is there a separate organization? 

Mr. VauaHaNn: Because Canadian National Railways does not own the 


stock of the Canadian National West Indies Steamships. The stock of the 


Mr. Pouuior: And is it under the -Canadian National West Indies | 
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Canadian National West Indies Steamships is owned entirely by the Dominion 
of Canada. 

Mr. Hazen: How many directors has the Canadian National West Indies 
Steamships? 

Mr. JackMAn: It is set out in the front of the book. 

Mr. VauGcHan: It is in the front of the report. The directors are practically 
the same as the Canadian National Railways directors. 

Mr. Hazen: They are the same directors? 

Mr. VAUGHAN: Yes. 

Mr. Hazen: How often do the directors of the Canadian National West 
Tndies Steamships meet? 

Mr. VaucHan: Oh, they usually meet at the same time or following the 
meeting of the Canadian National Railw ays directors. f 

Mr. Hazen: How often do you have a meeting of the Canadian National 
directors? 

Mr. VaucHANn: We have regular monthly meetings and occasionally we call 
special meetings. | : 

Mr. Hazen: Where are these regular monthly meetings held? 

Mr. VaAuGHAN: They are held in our board room in Montreal. 

Mr. Hazen: Are they usually attended by all directors? 

Mr. VAUGHAN: Yes, sir. It is very seldom that a director is absent from one 
of these meetings. 

Mr. Hazen: What are these directors paid? Are the directors of the Cana- 
dian National Railways paid certain fees and the directors of the Canadian 
National West Indies Steamships paid fees as well? 

Mr. VaucHan: No. There is only one director fee paid and that is to the 
directors of the Canadian National Railways. The directors of the Canadian 
National West Indies Steamships or Trans-Canada Air Lines do not get any fees. 

Mr. Hazen: Are the directors of the Trans-Canada Air Lines the same seven 

-men or are they different? 

Mr. VaucHaN: No, there are only some of the directors of the Canadian 
National Railways who are directors of the Trans-Canada Air Lines. 

Mr. Hazen: What are the directors of the Canadian National Railways 
paid a year? 

Mr. VaucHan: They are paid $5,000 per annum. 

Mr. NicHotson: If we mav return to the matter raised by Mr. Pouliot, 
I think we have all followed him very closely, and it would appear to me to be a 

- conservative estimate that the operation of this company has saved the tax- 
payers at least $11,037,000. 

Hon. Mr. Cuevrier: Mr. Nicholson, I think in fairness you should add that 
is only on the assumption that the government would have paid a subsidy of 
$534,000, back in 1929. There is no assurance that the government would have 
accepted the tender of the Royal Mail Steam Packet Company. 

Mr. Nicuouson: The fact is that the government did pay a subsidy. 

Mr. Poutior: It is not a reflection against the government. 

Hon. Mr. Cuevrter: No, but the argument is based only on that assumption, 
and I think that should be made clear. 

Mr. VauGcHAN: I think it is fair to say that this government had a definite 
obligation under the Canada-West Indies trade agreement to provide this ser- 

vice. Somebody had to provide it, because they had entered into an agreement 
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with the various West Indies islands. They actually did not accept the ‘onde 
‘of the Royal Mail Steam Packet Company because apparently they came to — 
the conclusion that the Canadian National West Indies Steamships could perform — 
the service cheaper and to better advantage. As a matter of fact, the tender — 
of the Royal Mail Steam Packet Company did not by any means provide for the | 
service that was required under the Canada-West Indies trade agreement. a 
Hon. Mr. Cuevrier: The point 1 am making is that in 1929, when tenders — 
were asked for, there was no assurance that the government would have paid 
that amount. Tenders are called for every day and when they are considered 
they are not always accepted. 
3 Mr. Murtcnu: Is it not fair to say it was the best tender offered? 
Mr. VauGcHANn: It was the only tender. 


Hon. Mr. Cuevrier: I do not know what the position was in 1929 nor have 
I any way of knowing at this moment, but I presume that was the position. 4 


Mr. Nicuouson: If I may be permitted to proceed a little further, I think 
it is recognized that it is important that this trade agreement should be honoured — 
and that some service should be given. In the early days a subsidy was paid, ~ 
and if there was to be continued trade with the West Indies some subsidy ap- . 
parently would have had to be paid to some company, The government of the — 
day very wisely decided that rather than pay such large subsidies to a privately 5 
owned corporation something else should be done, and as a result of what was _ 
done, according to Mr. Pouliot’s estimate, we have saved $11,037,000. That, — 
of course, assumes that the same subsidy would have been paid, but I think 
we can make that assumption. 

Mr. Vaucuan: I think that perhaps I should nee this clear. Before this 
service was turned over to Canadian National West Indies Steamships for 
operation the government had for many years paid a subsidy to the Royal Mail 
Steam Packet Company and I think to the Pickford and Black Company. The 
Royal Mail had four small boats, and I think they got well over $300,000 a year ~ 
for many years for operating that service, and Pickford and Black also had a ~ 
subsidy at one time so that this subsidy was not anything new. =: 

Mr. Nicrotson: The point that I want to make is that we now have on the © 
balance sheet, under liabilities, an item of $5,059,000 which, in my opinion, should - 
not appear there. «I should like to move, if Mr. Pouliot will second it— 

Mr. Pouuiot: Yes. | 

Mr. NicHotson: —that this committee recommend that the management — 
make representations to the gover nment to have this tem written off the balance 
sheet. ’ 

Hon. Mr. Cuervrier: Why should that amount be written off the balance — 
sheet? | 

Mr. NicHotson: Because I think that— | 

Hon. Mr. Cuervrier: Any more than it pape be written off in the Canadian 
National Railways accounts. 

Mr. Pouuior: It should be written off in oi places. ; 

Mr. NicHouson: It so happens that we are discussing the report of the — 
Canadian National West Indies Steamships. Here is an item which, in my 4 
opinion, should not appear in this balance sheet. JI think we should recognize 
that and try to right it. | . 

Mr. Picarp: I have never seen so many people at one time trying to be nice. 

Mr. Vaucuan: I would submit that perhaps it is a matter that the com- — 
mittee would like to discuss amongst themselves when we are not here. We would ~ 
be very glad to have that done. 4 
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Mr. Povtior: You see we are sympathetic to the company. 

Mr. Mutcu: Speaking to the motion, it is apparent that we are having a 
competition in expressing appreciation of what the committee believes to be the 
very fine record of the company. As far as the resolution is concerned I submit 


there is no harm in the members of this committee co-ordinating all their com- 


plimentary expressions in a statement to the president that he should continue 
his negotiations with the minister, because that is what it means. As the 
president of the company he is in the position, I should think, of always being 
under an obligation to strive to the best of his ability to make his company 
appear in the best possible light. It does not commit the directors to doing 
anything they have not been doing before, and it certainly does not put any 
compulsion on the government to listen any more attentively than they have 
been listening before. 

If I interpret your remarks correctly it is mainly an opportunity for the 
committee to say that in their view the company, having achieved a certain 
standard of service and returns, should be put in the best possible hght in their 
financial structure. The actual situation is that under the load of this $5,000,000 
the company under extremely difficult circumstances has paid the interest on 
the loan and shown a profit. It is not a question of their survival. It is a 
matter of bookkeeping and is of no financial significance. 


Mr. Poutiot: Mr. Vaughan, I should like to ask you another question, and 
I should like to have it clearly stated. The ships that belong to the government- 
owned company are mentioned in the record as Canadian National Steamships? 


Mr. VAUGHAN: Yes. | 
. Mr. Povuutor: What are the other ships that belong to the company con- 
trolled by the Canadian National Railways besides the Prince Rupert? 

Mr. VaucHan: We do not operate any ocean going ships other than barges 
and tugs. 

Mr. Povtior: They are just for the river service? 

Mr. VaucHan: Yes. 

Mr. Pouutor: Inland service? 

Mr. VaucHan: Yes, if service between Vancouver Island and the mainland 
may be called inland service. We have barges and tugs operating in that service. 

Mr. Pouuior: They are all freight vessels? 

Mr. VAauGHAN: Yes. 

Mr. Poutior: No passengers? 

Mr. Vaucuan: No passengers at all. The only boat we have carrying 


2 passengers on the Pacific coast at the present time is the Prince Rupert. 


Mr. Nicuotson: I believe there is a motion. 

Mr. Harris: I am going to speak to the motion. It is one we discussed in 
this committee last year in some detail, and I should like to have time to {think 
over how I should vote on it. It is 1 o’clock, and I move that we adjourn. 

The Acting CHatirMAN: Gentlemen, there is a motion before the committee. 

Mr. Murcu: Before you put that, would you read the motion again slowly. 

The Actinc Cuairman: Mr. Nicholson moved, seconded by Mr. Pouliot, 


that the government give consideration to the debt that is owed to them now! 
and has been collected by the government from the Canadian National West 


a 


Indies Steamships. 

Mr. NicHotson: No my motion was: That this committee recommend that 
the management make representations to the government with a view to having 
this deficit item wiped off the balance sheet. 
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Mr. Mutcu: There is no recommendation to the government at all. 
The ActinG CuHatrMAN: All in favor of that motion? 

Hon, Mr. Curvrier: Mr. Harris has moved the adjournment. 
Mr. Harris: I move that we adjourn. 
The Actinc CHarrMan: All right. | + 


The committee adjourned at 1.00 o’clock p.m. to resume at 4 o’clock p.m. 


TTIERRA h 


The committee resumed at 4.20 o’clock p.m. 


The Acting CHarrMAN: Gentlemen, order. Are there any more questions 
you would like to ask? a 

Hon. Mr. Cueveter: Before we adjourned at one o’clock we were discussing 
the question of $5,059,000 loans for deficits to the steamships from 1929 to 1934, 
and there was a motion made with reference to it. I should like to say just one 
word about the matter. I appreciate, of course, the co-operation of the com- 
mittee and its willingness to come to the assistance of the Canadian National 
Steamships, which has done such a fine job and whose report has been out- 
standing, and the government is anxious to assist it in every way possible. The 
motion that was made, I am sure, was made with the intention of assisting the 
steamships, but it involves a question of principle in which I think I should say 
a word. The wiping out of the deficit here is an important matter, for these 
reasons: thet there are other corporate bodies, three or four corporations, which 
are in the same position. I can think of representations that have been made to 
me by the people in Vancouver with reference to the wiping out of the debt. on 
the harbour debentures. There is a question which involves a matter of principle. 
The Department of Finance has not seen fit to consider wiping it out. The same 
position obtains in the City of Montreal where the government is now entering 
suit against the city for a large sum of money, and if this deficit were wiped out 
the City of Montreal would, 1 think, be able to say then: if it was done for the 
steamships why should it not be done for and why should we be sued. I just. 
wanted to make that statement because I thought it should be made at this 
juncture. 

Then there are one or two other things involved in connection with the 
motion. I do not think it was the intention of the mover that the government 
should be asked to wipe out the deficit, although that might have been the 
inference from the discussion that was carried on this morning; because, if that — 
is the inference, then I have to point out that we have no such powers. Section — 
54 of the British North America Act gives certain powers to the Crown, and as I 
understand it no member of the House of Commons or of one of the committees . 
would have the right to adopt or pass any vote, resolution, address, or bill having © 
to do with the appropriation of any part of the public revenues. And I think 4 
the powers of this committee also are.fairly clear, in that there is a saving clause 
to the effect that the powers of the committee of supply are exempted from the 
order of reference to this committee on railways and shipping. Z | 

I think the steamships are well advised in seeking to make representations — 
that their position be bettered. I see no objection to this committee acting on — 
a resolution of that kind, but I think I should draw to the attention of the com- 
mittee the principle involved here. It would be very embarrassing to the Mimister — 
of Finance with reference to the other bodies with which he has to deal and | 
which are indebted to the government. i 

Mr. NicHoLson: Our discussion here was confined to one specific problem, i 
and I do not see any reason why, if an injustice has been done in a matter of _ 
this kind, the case should not be considered on its merits. There is no point in 
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going over ground that has already been covered in discussion. I think this 
committee is quite within its rights in making a recommendation to the 
management as to how operations might be carried on in the public interest. 
And, if my resolution. was not worded correctly, perhaps I had better write it out. 

Hon. Mr. Cuevrier: I was not addressing myself to your resolution. 
exclusively, I was addressing myself to the inference that could be derived from 
the discussion of this matter. If your resolution has to do with a recommendation 
to the management, there could be no objection to that. 

Mr. NicHotson: That was my recommendation. I didn’t have it written 
out, but when I started the discussion we had this. morning I thought that I, 
as a member of the committee, would be justified in recommending that the 
management press for a change in their financial set-up, so that this item 
would not continue to appear as a liability. I think that is the opinion we got 
from the discussion here this morning. I was merely asking that with respect 
to the future they should be permitted to operate without this $5,059,000 
of a liability which I think should not be there. 

Mr. Rew: I am somewhat inclined to agree with the motion and the state- 
ment made by Mr. Nicholson, still as a member of the committee I must make 
this further statement: that I think the committee unless it has full information 
as to the circumstances at the time the $5,059,000 was offered and go into that 
matter—they are not competent to know whether there would be a saving or 
not; because, let us visualize conditions as they could have been. A firm in 
those days tendering for something might have realized that they were the 
only firm tendering and they might have thought, here is a place we could pad 
a little bit—and contracts were padded in the days gone by—and that might 
have been a thought in their mind when they asked for this subsidy of $582,000, 
which I think was wisely turned down. I think it is unfair for anyone to 
come along at this time and say that that is the amount the government would 
have had to pay had they not had this steamship service. I do not think the 
statement should be made that there was a saving of $12,800,000 just on that 
account. 

Mr. Vaucuan: I think the statment I made explained the situation very 
fully. We have not asked this committee to do anything about it at all. We 
simply have placed the position before the committee, because in the past there 
has been a lot of unfair criticism about the Canadian National (West Indies) 
Steamships operating at a loss in the early stages, while no consideration was 


~ ever paid to the amount of subsidy which would have had to have been paid had 


the steamship service not been organized. I think | should point out, however, 
that the Canadian National Steamships are in a different position from the 
Canadian National Railways. We do not own its stock, the government owns 
it. 

Mr. Harris: That is what I was coming. to, Mr. Vaughan; but before 
I discuss that I would like the chairman to read the resolution as he has it 


before him. 


Hon. Mr. Cuevrerer: We will have to ask the reporter for that to be done. 

Mr. Reiw: Mr. Nicholson now has it written out. 

Mr. Hazen: May I point out, while the resolution is being written out, 
that at the bottom of the consolidated balance sheet we have the certificate 


a of the auditors which says: 


We have examined the books and records of the Canadian National 
(West Indies) Steamships, Limited and Subsidiary Companies for the 
year ended the 31st December, 1945, and subject to our report to 
parliament, we certify that, in our opinion, the above Consolidated 
Balance Sheet is properly drawn up so as to exhibit a true and correct 
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view of the affairs of the Steamships as at the 3lst December, 1945, and 
that the relative Income and Profit and Loss Accounts, for the year 
ended the 3lst December, 1945, are correctly stated. 


I am prepared to accept the statement of the auditors that this presents a true 
and correct view of the affairs of the steamship company. I feel that they 
know a great deal more than we do after the cursory discussions we have had 
here to-day. In view of their statement that that is a true and correct view 
of the affairs of the company I do not think any effort should be made to delete 
from the liability side of the balance sheet the Dominion of Canada advances 
of $5,059,960.94. I think it should remain as it is, it is not a matter of accounting, - 
and unless we have some more expert advice it should stay. 


Mr. Nicnoison: I was not casting any reflection on the auditing or on the 
accounting. 


The Acting CHairMAN: Would you so move, Mr. Hazen? 
Mr. Hazen: I would so move, Mr. Chairman. 


Mr. Nicuouson: I do not know that another motion would be in order until 
this one has been disposed of. 


Hon. Mr. Cuevrier: As I understand it, you have made a motion and 
Mr. Hazen has made an amendment to it; his amendment is the adoption of the 
balance sheet as it stands. 

Mr. Nicuotson: Has he moved that as an amendment? 

Hon. Mr. Curvrier: He has moved that as an amendment to your motion. 

Mr. Pouuior: Why not put it the other way and have Mr. Nicholson’s 
revised motion appear as a sub-amendment. If that does not carry the report 
will be adopted. 

Hon. Mr. Cuevrizr: I have no objection to that. Mr. Nicholson is writing 
his motion out. Will he hand it to the chairman? 

Mr. Nicuotson: I understood you had accepted an amendment. 

Hon. Mr. Cuevrier: Mr. Pouliot suggested that we take yours as an amend- 
ment, and if it is defeated the other carries. 

Mr. JAcKMAN: Before we take a vote on that, I am not very clear in my 
mind as to all the figures that have been given out. I was not able to follow 
them as well as I would have liked to have this morning. This is the railway 
which is operating this company for the government asking that the Dominion 
of Canada advances amounting to $5,059,000 be eliminated; is it that, or is it 
the profit and loss deficit? 

Hon. Mr. Curvrrer: Mr. Vaughan says he is not asking for anything out 
of the discussion which arose this morning. Mr. Nicholson made a motion that it 
be eliminated from the balance sheet. 

Mr. JAckMAN: Which amount? 

Hon. Mr. Cuevrter: The $5,059,000. 

Mr. VaucHaN: In the discussion this morning we tried to point out as best 
we could the exact position of the Canadian National (West Indies) Steamships, 
and my point was that I did not think it was fair in the first place that these 
charges should be debited against the Canadian National (West Indies) Steam- 
ships. Now, there they are, and I have done nothing more than point out the 
situation. 

Mr. Jackman: Then what you want to have written off is the amount of — 
advances to cover operating deficits. 

Hon. Mr. Cuevrter: Advances to cover deficits amounting to $5,059,000; is 
that not right, Mr. Cooper? | 
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Mr. Cooprr: Yes. 
Mr. JackMAN: Then the answer is that if we take the one out the other 
; disappears. 
P Mr. Vauauan: As far as the auditors’ statement is concerned, that state- 
- ment is perfectly correct. I do not know whether this committee would want 
to ask the auditor whether he agrees with our views or not. I think he is here. 
Mr. Pounior: I do not want to interrupt anybody, but I do not question 
what has been done in the past. We are now faced with the future and we have 
to make the best possible of the past so that the future is just as encouraging as 
_ possible. That is my stand in the matter. I do not question the accounts or 
' the accounting at all; from their viewpoint, all is perfectly correct. That is 
not what I asked. What I wanted to stress, what I wanted to point out, is the 
fact that because the Canadian National Steamships did not have the same 
- number of Lady ships their sources of revenue are not the same as. before, and 
_ they have to resume trade that has been disturbed by the war, and they will 
have difficulties to face. What they will do is in the interest of promoting trade 
for this country. 

Hon. Mr. Cueveter: I think you will find, Mr. Pouliot, that the president is 
entirely in agreement with you on that. I think vou will find, too, that the 
government in making available to the steamships the three Parks’ vessels, which 

it did at half cost, is trying to assist them in every way it can. I am anxious to 

see passenger travel operated if it can be found possible, but. I do not think at this 
time it would be possible because of the fact that the agreement has not yet been 
renewed. When it will be renewed, I do not know; but if it is renewed then I 
think is the time to consider passenger service. 

Mr. VauGHAN: We have not suggested that any more passenger boats be 

bought at this time. 

Mr. Pouniort: You have made a statement, Mr. Vaughan; but you have 
_ drawn: no conclusions, you have left that very discreetly to the committee, 

Mr. VauGHAN: Exactly. 
Mr. Pouuior: You make no suggestions whatever. 
| Mr. Vauauan: I made no suggestions at all, simply drew the facts to the 
attention of the committee. 
Mr. Pousior: I think you have been very discreet and we appreciate it. 
Mr. Jackman: Mr. Chairman, the point Mr. Vaughan brings up is exactly 
what was adopted in 1937 in connection with the accounts of the Canadian 
National Railways, if they had a deficit on interest account it was to be 
_ forgiven them, it was not treated as a charge against the railways. I take it 
that what he is drawing attention to now is that an adjustment should be made 
in the accounts of the Canadian National (West Indies) Steamships in the same 
_ way so that these deficits would not have to be carried in the books. That is the 
same thing, that is what the point amounts to, is it not? 

Mr. VauGHaAN: That is the same thing exactly. 

Mr. JAcCKMAN: I can see that that is a most difficult situation, leaving 
aside all question of private or public ownership—and in those cases my view 
is well known—but I think that in previous committees I have suggested that 
this profit and loss deficit of $4,963,000, which corresponds to the Dominion of 
~ Canada advances of $5,059,000 is an illusory thing, and we are only fooling 
ourselves as owners of this line. The railways are out of it. The Dominion 
of Canada is the owner of this line and as such they are accepting for their 
- own misinformation each year a balance sheet which, while fully reflecting 
the accounting figures—and that is no reflection on the auditors, because they 
are reporting what the books of the company show, and that is all their 
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certificate represents. But there is no asset in this company to cover this — 
profit and loss deficit of $4,963,000; and it has largely arisen, according to the — 
evidence which has been given to us in this memorandum, from. the capitalization. — 
of the deficit in the early years of the operation of the line, plus the accumulated — 
interest on those deficits. I think the thing is most unsound from the ordinary — 
corporation point of view, and I believe the situation is quite different from 
the Canadian National. We are asking exactly what we did in the Canadian ~ 
National when the C.N. had losses from 1937 on—operating losses—and had not 
sufficient income to pay interest on its indebtedness to the government. It — 
was forgiven that interest; it was not accumulated, much less was interest on — 
interest “accumulated just to fool ourselves—and that is all we have been doing 
in these lines for many years, and now that has grown to a very substantial 
amount. And I think that if we are to have a true picture of this line we should — 
seriously consider recommending to the government that they give consideration — 
to eliminating the profit and loss deficit, or the Dominion of Canada advances— 
which amounts to the same thing, do they not, Mr. Cooper? 


Mr. Coorrer: Substantially, yes. 


Mr. JAcCKMAN: Just going on from year to year like this is perfectly 
unsound. I recall in the Home Bank case, where the bank failed, they had 
loans down in Florida at high rates of interest and they had interest outstanding — 
which they had not received, and they took the interest on the interest and — 
the American exchange, and that piled up a big asset which only served to — 
fool the depositors and the stockholders, too. That is what we are doing in — 
this case. I do not think that is a debt as far as the lines are concerned, yet ~ 
here we are treating it quite differently from the way we treated the deficits of — 
the Canadian National in the years since 1937. 
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Hon. Mr. CuHevrier: I see no difference at all. 


4 
Mr. JACKMAN: All they are asking to have done is what you are doing a 

in respect to the Canadian National Railways at the present time; if they i 
cannot pay interest to the government, that interest is not accumulated, much ~ 
less is 1t charged on interest which is not paid. Is not that the fact?) That is : 
a question of fact. That was one of the specific recommendations of the 1937 — 
Act. : 
f 


Mr. NicHouson: Do they not bring in a bill each year to pay the deficit, 
clear them up every year rather than accumulate them in the form of deficits? 


Mr. Vaueuan: If there were a deficit shown it would have to be taken : 
care of in the form of a bill, or loan of some kind. 1 
y 


Mr. NicHoutson: Through a ee ME! of some kind? 
Mr. VauGcHAN: Yes. 


Mr. Nicuotson: That should be disposed of in the same way, instead of 4 
carrying 1t on our books for all time to come. We ought to have it cleared up. 


Mr. VaucHan: This has provoked a discussion I did not intend. When I 
brought it up I was simply giving facts to the committee to indicate that the 
Canadian National Steamships had not been the white elephant some people 
represent it to have been. 


The Actinc CHAIRMAN: Gentlemen, it has been moved by Mr. Nicholson, 
seconded by Mr. Pouliot, that this committee recommend to the management 
of Canadian National (West Indies) Steamships, Limited, that they make — 
representations to the dominion government to have absorbed $5,059,960, 
Dominion of Canada advances appearing in the liability side of the Consolidated 
Balance Sheet for the year ending December 31, 1945. 


Mr. Harris: And the amendment to that. 
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Mr. Hazen: I move an amendment: That the committee adopt the 
consolidated balance sheet of the Canadian National West Indies Steamships 
— Limited as shown on the 1945 report of that company. 

| Mr. Nicnotson: Is that an amendment? 

) The Acting CHaIRMAN: That is an amendment. All those in favour of 
the amendment please signify. Hight. I declare the amendment carried. 

| Mr. Poutior: Now, Mr. Vaughan, will you please tell me at what ports 
) of call the ships of the Canadian National West Indies Steamships Limited stop? 

Mr. Vaucuan: I do not think I can do better than this. I have here a 
statement showing where the boats were on May 11th. The Sutherland Park 
was due at Halifax on May 13th. The Maisonneuve Park was due at St. Kitts 
on May 17th; the Catheart at Bermuda on May 10th; the Lorne Park at 
; Guadeloupe on May 10th; the Chomedy at Dominica on May 11th; the Cartier 
Park at Demerara on May 11th; the Canadian Observer sailed from Kingston 
t on May 5th; the Colborne arrived at Barbados on May 5th and sailed from 
Barbados on May 10th and arrived at Dominica on May 11th. The Cavelier 
sailed from Antilla on May 8th. The Liscomb Park arrived at Halifax on May 
5th. The Lady Nelson arrived at Halifax on May 7th. The Lansdowne Park 
sailed for Vera Cruz on May 14th. The Dalwarnic sailed for St. John’s Nfld., 
‘ on May 8th. The Lady Rodney arrived at Reykjavik, Iceland on May 5th. 
The Rockliffe Park was at St. John’s on May ilth. The Connector was at 
: Kingston on May 18th. 

y Mr. Poutiot: Now, will you please tell us who are your agents at each 
place? 

Mr. VaucHan: I could get that information for you. I could not give 
the names now. We have different agents at almost every place. I do not 
; remember all the names. 

: Mr. Povtior: But they are like maritime brokers. They act for several 
* companies at the same time? | 

| Mr. VaucHan: In some cases they. do and in others they do not. They 
_. are all well recognized steamship men in the various places referred to. 

. Mr. Poutror: Oh, yes, but would it be agreeable to have that list added to 
» the report of today? : 

Mr. VauGHAN: We will be glad to file it. 

Mr. Pouuior: Are they natives of these various places or Canadians who 
have been sent to each port? 

Mr. Vaucuan: I think most of them originally were British firms. Take 
' in Demarara. There is a British firm there. In Kingston, Jamaica, the firm 
' is Johnson & Company. They are local people. In fact, Johnson is a coloured 
man, and a very able man. He has white partners. 

Mr. Povuior: That is not a question, as long as the trade is good, but do 
they do some canvassing for the company? 

Mr. VaucHAN: Oh yes, they are very active. 

Mr. JACKMAN: On a commission basis? 

Mr. VauGHAN: On a commission basis, yes. 

Mr. Povtior: Do some of your men in the line speak Spanish? 

Mr. Vaucuan: I do not think we have any who speak Spanish, except our 
own agents at these various places. 

Mr. Povtior: You have one agent in Mexico? 

Mr. VaucHan: Yes. 

a. Mr. Pouuior: But I mean do you have inspectors on the line who speak 
) Spanish? « 
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Mr. VaucHan: No, we have not. ' 

Mr. Pouuior: Do you not think it would be a good suggestion for you to 
have a man who is well acquainted with the business of the company and who 
speaks Spanish, English and French fluently to visit all these ports and report 
to you? 

Mr. VaucHan: Our freight traffic manager in Montreal makes frequent 
trips to these various places. 

Mr. Povuntor: Does he speak Spanish? 


: 
Mr. VaucHan: I couldn’t tell you that. He is a French Canadian. - He q 
speaks French very well and he may speak Spanish. I could not tell you, that. 

Mr. Pouuior: If he does not speak Spanish do you not think that it would 


be a good thing that he should be accompanied by someone who has spirit and | 
Initiative and who speaks Spanish? 


Mr. VaucHan: We do not go to many points where Spanish is required. 
Most of these places we go to are British possessions. Occasionally we do go 
to some places like Cuba or Mexico. 


Mr. Pouuior: Vera Cruz? 

Mr. VaucHan: Yes, that service has just been started. 
Mr. Pouuiot: Two trips? 

Mr. VAUGHAN: Yes. 

Mr. Pouurior: A direct service to Vera Cruz? 

Mr. VAUGHAN: Direct service. 
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The Actinc CHairMAN: Will you give us the budget of the Canadian 4 
National West Indies Steamships? j 
Mr. Hazen: Do you anticipate that the airplane will interfere much with 


oh 


passenger service on the steamships? Have you ever made any estimate about 
that? 


Mr. VaucHan: We have given that some consideration. It is a very 
difficult thing to estimate. Some people think the airplane business will be 
complementary to the steamship business, They think that the airplane will 
create new business rather than take away from the existing business. There 
is no doubt that people who want to go some place in a hurry will travel by air, 
but we do not think it will interfere with our business very much. 

Mr. Hazen: If I may just go back for a minute. You have no doubt given 
some consideration to that question on the railways. Do you feel that it is 
going to affect your railways very much? 

Mr. VaucHAN: We believe it will affect our railways ultimately, particu- 
larly in what we call the long haul rear end business. That is the sleeping ear 
business. I think as time goes on and more airplanes are in operation our business 
to points like Vancouver will be affected. 


Mr. Hazen: You have never made any attempt to work it out on a per-_ 
centage basis? Have you ever made any estimate as to what extent it will 
be affected? 3 

Mr. VaucHAN: It would be difficult to do that because both the railways and 
the airplanes have been full during the war period, but that is something that 
probably can be determined in the next five years. ) 

Mr. Rem: I have two questions regarding ships. Have you considered, 
on the run to the West Indies the use of a larger cargo ship instead of the 
4,700 ton ships? I am thinking from an economical point of view. Have you 
considered putting on larger ships instead of keeping on with your 3,000 to 
4,700 ton ships? 
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Mr. VaucHan: These boats that are now on order and will be delivered 
this fall are 7,500 ton deadweight ships. They are larger boats. We have 
to have some of the smaller boats because many of these ports have not a very 


great depth of water, and the facilities are not very good for handling large 


vessels. Then, too, sometimes we would not get enough cargo to operate: a 
10,000-ton boat. Our service would not be so frequent. i" 

Mr. Rei: On a point of information, why is it that on a lot of these vessels 
listed with us this morning in some instances the gross tonnage is heavier or 
greater than the deadweight tonnage whilst in other ships the deadweight ton- 
nage is greater than the gross tonnage? 

Hon. Mr. Curvrier: Where is that? 

Mr. Rerp: If you look at ships and weights. 

Mr. VaucHan: As you know, there is a different method of computing 
gross tonnage and deadweight tonnage. They are two entirely different things. 

Mr. Bourcer: What is the difference between gross tonnage and deadweight 
tonnage? 

Mr. VAUGHAN: Deadweight really means cargo weight that can be carried 
including storage and fuel. 

The ActiInc CHairMAN: Can we proceed now with the budget? 

Mr. YaucHan: There is gross tonnage and net tonnage and deadweight 
penege and displacement tonnage. They are all calculated on a different 

asis. 

Mr. Ret: It is interesting because there are ships that must be more 
economical to run because some ships that have less gross tonnage are carrying 
more deadweight tonnage. 

Mr. VAUGHAN: Yes. 

Mr. Rem: So those ships that carry more deadweight tonnage must be 
more economical because the same size of crew would probably be put on 
each of the ships. 

Mr. VaucHaNn: Of course, there is this about it, that all these boats are not 
ideal for trade. If we were going out to buy or build new boats we would 
probably build boats of a different type to-day. These boats were the ones 
that were available at the time and they were put into service. 

Mr. Rei: That is why I think it might be advisable not to get loaded up 
with too many Park steamships. 

Mr. VaucHan: We have bought only one Park steamship and we have 
chartered three of them.on the bare boat basis, so we are not loaded up with them. 

Mr. Rem: They were a splendid war vessel and did a splendid job. 

Mr. VAuGHAN: These Park vessels have fitted in very well for some of our 


West Indies business. 


Mr. Pouttor: What was your proportion of trade during the war com- 
pared to pre-war? 

Mr. VaucHan: Oh, we had more trade during the war. We had more boats 
in service preceding the end of the war. 

Mr. Povuutor: You carried troops also? 

Mr. VaucHAN: We carried troops on the Lady boats. Someone asked 


about the budget for the Canadian National West Indies Steamships. It is 
on page 8. 


Hon. Mr. Cuevrier: Page 8 of the Canadian National Railways budget, 
the last page. Will you deal with that, Mr. Vaughan? 

Mr. VaucHAN: Yes. We show there in our operating budget that we 
expect to have a net operating income of $887,000. We are budgeting for gross 
revenue of $3,677,000, operating expenses of $2,790,000 and a net of $887,000, 
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and after all the various charges, interest due the public and government interest 


are taken into account we budget for a surplus of $416,000 in 1946. 


Mr. Rep: Was the statement not made that interest charges had been 
reduced from 5 to 24 per cent? | 


Mr. VaucHaN: That is correct. Down below there is the capital budget. 
There is the purchase of these three diesel vessels we have been speaking about 
at a total cost of $3,750,000, and the purchase of one Park vessel at a cost of 
$450,000, or a total for new vessels of $4,200,000. There is a note to the effect 
that the funds for the purchase of these four vessels will be taken from our 
vessel replacement fund. 


Mr. Retp: What size vessels are the three diesel-driven cargo vessels? 
Hon. Mr. Cuervrier: 7,500 tons. 


Mr. VaucHAN: They are mentioned in the report. I have a description of 
them here. The length of these boats is 436 feet, breadth 59 feet, depth 36 feet, 
load draft 25 feet, sea speed 15 knots. They have a cargo capacity of 371,000 
cubic feet and a refrigerator capacity of 15,400, a fuel oil capacity of 890 tons, 


a fresh water capacity. of 218 tons and salt water ballast of 753 tons.> They “4 


have passenger accommodation for twelve passengers with five two-berth rooms 
and two single-berth rooms fitted with showers and toilets in each room. The 
cargo winches and auxiliaries will be electrically operated, and they will be 
first-class boats in every respect. 


Mr. Hazen: For whom were they being built in the first place? 


Mr. VaucHaNn: They were not built for anybody in particular. Some time 


before the end of the war it was considered by the wartime shipbuilding that 
they ought to, if possible, order an improved type of cargo boat, so that these 
three vessels were ordered. We knew they were there and after some negotiations 
with the government they agreed to turn them over to us. 


Mr. Hazen: What companies are building those? 


Mr, VaucHan: There is one being built by Vickers in Montreal, one by the 
Davies Shipbuilding Company in Levis and I think one by the Burrard Company 
in Vancouver. 


Mr. Bourcer: They were new ships? 

Mr. VaucHAN: Yes, they are brand new ships. They are not completed, 
and they will not be finished until September. : 

Mr. Reip: I move that the report be adopted. 

Hon. Mr. Cuevrier: The report and the budget. 

Mr. Rem: And the budget. 

The Acting CHAtRMAN: It has been moved that the report and the budget 
be adopted. All in favor? 

(Carried) 

The Next item is the annual report of the Canadian National Railways 
Securities Trust for the year ended December 31, 1945. 

Mr. Vaucuan: I think I will ask Mr. Cooper to read that. 
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Mr. Cooper: 
os Ottawa, 18th March, 1946. 


4 The Honourable Lionel Chevrier, K.C., M.P., 
fs Minister of Transport, 
‘ OTTAWA. 


Sir, 
In conformity with Section 23 of The Canadian National Railways Capital 


Revision Act, 1937, the Trustees submit the following report of the transactions 
of The Canadian National Railways Securities Trust for the calendar year 1945. 


| The book value of the capital stock of the Securities Trust has been increased 
during the year by $22,631,041.47, as shown hereunder: 


Surplus earnings of the Canadian National Railway 

Svatenr hor: thes year Ong as Wr NUL Pale lle nie au Misia Spee wr ss $24,756,130.00 
Abandonment of St. Lin Subdivision between 

Mile 0.94 and Mile 11.10, and between Mile 15.75 and 


ONES Tes hse Rete a unr Res are Ie sie Sd CRUE Be ta alelteMoiene ally io. )ai6 EIGTL2T LT 
Loss on retirement of rolling stock equipment.................- 957,967.06 


Net Gain’ credited ‘to Proprietor’s Equity......-......5.- $22,631,041.47 


| Application was made by the Canadian National Railways for the release, 

for cancellation and cremation, of $160,680.00 Canadian Northern Manitoba 
Railway Company 44 per cent First Mortgage Bond due June 30, 1930, and 
« $486,666.66 Canadian Northern Saskatchewan Railway Company 4% per cent 
First Mortgage Debenture Stock due December 19, 1943, held by the Securities 
Trust as part collateral in respect of indebtedness of the Canadian Northern 
Railway Company to the Dominion Government refunded by the Government 
under Chapter 24, 1917, and Chapter 11, 1918, in order that the underlying trust 
mortgages might be discharged. These matured securities constitute the total 
issued under the trust mortgages, which could not be discharged until the 
securities had been cancelled and cremated. 

In support of the application, officers of the railway company gave opinions 
in regard to savings and other benefits (e.g. facilitating future legal amalgamation 
of constituent corporations) which would result from the discharge of the mort- 
gages, and the trustees were satisfied that the advantages to the National 
- Railways which would follow such action are more than sufficient to offset any 
- possible improvement in the position of any securities of the National Railways 

in the hands of the public which might result therefrom. The trustees thereupon 
authorized, by resolution of August 1, 1945, the release of the above-mentioned 
securities to the Canadian National Railways, for cancellation and cremation, 

subject to the approval of the Governor in Council as required by Section 21 
of the Canadian National Railways Capital Revision Act, 1937. Such approval 
was granted by order in council P.C. 6099 dated September 18, 1945, and the 
securities have been released, cancelled and cremated. 

Pursuant to Chapter 8, 1945, an Act to amend the Canadian National 
- Railways Capital Revision Act, 1937, the board of directors of the Canadian 
- National Railways passed a resolution at a meeting held on January 18, 1946, 
~ naming Mr. R. C. Vaughan, Chairman of the Board of Directors and Mr. N. B. 
Walton, Executive Vice-President, as Trustees of the Securities Trust. 

The trustees present herewith the balance sheet of the Securities Trust as 
at December 31, 1945. 


ee ee tI Oe 


W. GC. ChARK, 
For the Trustees. 
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Mr. Pounior: If you will permit me, Mr. Cooper, itl you please tell meu 
what is the amount of outstanding securities and bonds of the Canadian National — 
Railways, the Grand Trunk, ete., held in ‘Canada and on the other hand what is q 
held outside of Canada? | 

Mr. Cooper: The funded debt of the Canadian National Railways at 4 
December 31, 1945, amounted in all to $573,179,997. Of that amount, ~ 
$155,090,022 is payable in Canadian Funds. $33, 351, 000 is payable in United : 
States funds. $292,240,942 is payable three ways; that is, United. States, % 
Canadian and sterling. $64,136,000 is payable either in United States or — 
Canadian. $28,362,032 is payable in sterling. In percentages, 27-06 is payable, 4 
in Canadian; 67: 99 is payable either in United States, Canadian or sterling, © 
which means under present conditions that it is payable in United States funds; , 
and 4:95 is payable in sterling. q 
Mr. Pouttor: What amount has been redeemed since the beginning of the : 
war, or repatriated, if you wish to so describe it? q 
Mr. Cooprr: The amount repatriated? } ; 
Mr. JACKMAN: You want to know who owns these things. He is just sg 4 
how it is paid. He does not understand your question, Mr. Pouliot. : 
Mr. Poutior: I will go into it. “4 
Mr. Coorrer: The par value of the securities repatriated since the war was ] 
$410,577,906. 4 
Mr. Poutior: What is left outside of Canada? Who owns the securities | 
and bonds of the Canadian National Railways? I am speaking of all of them. — 
Mr. Cooper: Which were repatriated? 

Mr. Pouttor: No. I thank you for the information that you have given, 
but I am speaking of the outstanding securities and bonds. Who owns them? 
Mr. JAcKMAN: The beneficial owners. 

Mr. VaucHan: They are spread all over, amongst the insurance companies — 
and others. 
Mr. Pouttor: What part is in Canada and what part is outside Canada? 
Mr. Coorrr: I have just read that. 

Mr. JAckMAN: No. That is how they are paid. 

Mr. Cooprr: I beg your pardon. I cannot tell yoy that. 

Mr. PouuiotT: You cannot tell us that? 

Mr. Cooprr: No. 

Mr. JACKMAN: Are there any left in England, or in the United Kingdom? ~ 
Mr. Vaueuan: I do not think there are any left in England. Any that — 
were in England were repatriated and vested, except those over which the British ~ 
government had no jtrisdiction, such as securities which were held in foreign ~ 
countries; perhaps some in Holland, Belgium, France and so on. 

Mr. JAcKMAN: You refunded one issue in the United States recently? | 

> Mr. VaucHan: Yes. We have been refunding issues in the United States 
as they became due and borrowing the money from the Canadian government to _ 
pay them off, so the debt was transferred to the Canadian government from 
the public. ; 

Mr. Povuuiot: Were the perpetuals all repatriated? 


Mr. VaucHan: All perpetuals that were in England were vested and iii 
out here and are now in the possession of the government. 


Mr. JAckMAN: May I just ask this question? I do not recall the passing 4 
of that Act in the House last year where we revised the Canadian National Rail- 
ways Capital Revision Act pursuant to chapter 8, 1945, as it says here. Why — 


byt, 
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was it found necessary to add Mr. Vaughan and Mr. Walton to the trustees? 
After all, they are to be trustees on behalf of the people of Canada. 

Mr. Cooprr: The original Act which set up the securities trust provided 
that there should be three railway officers as trustees and it named them by 
- positions. I beg your pardon, I am wrong there. I should have said two officers. 
Tt was provided that there should be two officers, the chairman of the board 
of directors and the vice-president of finance. The position of vice-president 
of finance owas abolished in 1945, and therefore it became necessary to amend 
the Act. The situation now is that two persons nominated by the board of 
. directors of the Canadian National Railways are trustees of the securities trust. 
: The other trustees are officers of the government. 


4 Mr. JAcKMAN: The majority are non-railway people? 

. Mr. Coorrr: Yes. 

‘ u Mr. VauGHAN: That is correct. 

Mr. Coorrr: The directors are shown at the front of the Report. - 
Mr. JAcKMAN: Yes; I see them there now. 


a Mr. Vaucuan: There has been no additional representation as far as the 
~ railway is concerned. 

Mr. JackmaAN: I do not recall the change being made in the House. From 
the’note which the trustees make about the cancellation and cremation of these 
bonds, the inference is that the total issue is not retired, but that there are some 
bonds under the same mortgage in the hands of the public. Is that the under- 
standing? That is in the first three paragraphs. 

x Mr. Cooper: The securities which were released were some collateral 
securities which wére being held by the securities trust. The trustees of the 
__-mortgages enquired of the railway—as one of them matured in 1943—if it 
-_was the desire of the railway to cancel the mortgage. The matter was looked 
into and it seemed to be an advantage to get that mortgage cancelled, so 
- application was made by the railway to the securities trust. There was no reason 
why they could not be cancelled and it has been done. 

f Mr. JACKMAN: It says here: 

y _..and the trustees were satisfied that the advantages to the National 
Railways which would follow such action— 


Pe se aexd ae ae 


a Namely, cremation. 

AY —-are more than sufficient to offset any possible improvement in the 
position of any securities of the National Railways in the hands of the 
public which might result therefrom. 


- I was wondering why that statement had been made and wondered if it was 
-__ because some bonds of some issue which was cremated were still outstanding in 
the hands of the public, so that against that specific charge on a piece of the 
railway you had now less bonds outstanding, and all the bonds so outstanding 
were in the hands of the public in the place of some of them being in the hands 
» of the securities trust. 
i Mr. Coorer: Since 1937, from time to time, some of the collateral has been 
-_ cancelled, for reasons which the railway felt were worth while. The trustees of 
' the securities trust asked the railway for the reasons why they felt these 
securities should be cancelled, and we gave reasons. Certain language was 
adopted at the time, that the advantages to the railway in getting these securities 
out of the way more than offset any possible disadvantage there might be in 
improving the position of any junior securities; and we continue that language 
every time we make an application to the securities trust for cancellation. In 
respect of these particular securities, there is no important advantage accruing to 
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the railway from the cancellation of the securities, except the fact that they 
served no particular purpose, they were a mortgage on the property, and we were 
paying fees to outside trustees for no good purpose. It is one of the things 
necessary to clean up our situation as we have the opportunity to do so. 

Mr. JAckMaNn: I have not put my question across to you yet, Mr. Cooper. 
I am simply asking this. You retired certain obligations on certain parts of the 
line. Are there obligations on those same parts of the system ranking equally 
or junior to the obligations which you have retired, and are those junior lobli- 
gations in the hands of the public? | 
Mr. Cooprr: I would say yes, in all probability, without checking that up. 
Mr. Jackman: But you think there is no improvement? 
Mr. Cooper: We do not think that the improvement in the position of the 
junior securities is important at. all. 
Mr. Rem: I move the adoption of the report. 

Mr. Bourget: I second that. 

The Cuarrman: It has been moved that the report be adopted. What is 
your pleasure, gentlemen? 


(Motion agreed to.) 


Hon. Mr. Cuxvrisr: The next thing is the auditors’ report. 

Mr. JackMaAN: I might say, Mr. Chairman, that I think we should take a 
look at the certificate of the auditors. I think, under the Companies’ Act, it has 
to be read at ordinary company meetings. 

am Cooper: Do you wish me to read the balance sheet of the securities 
trust‘ 

Mr. Jackman: Oh, you do not have to do that, I do not believe. It is the 
same as last year, except for the verbal report, I take it. 
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Hon. Mr. Curvrier: Who is looking after the auditors’ report? 
Mr. VaucHan: Mr. Matthews. 

The CuarrMaAn: Is it the wish of the committee to read the auditors’ report? > 
Mr. Hazen: Yes. 

The Cuatrman: All right, Mr. Matthews 4 
Mr. O. A. Marruews: Mr. Chairman and gentlemen, we deal with the ~ 
een National Railways annual report first. The auditors’ report is as 
ollows: 


15th March, 1946. 
CANADIAN NATIONAL RAILWAY SYSTEM 


THe HonovurABLe THE MINISTER OF TRANSPORT, 
Orrawa, CANADA. ® 
Sir:— 

Acting under authority of The Crees National-Canadian Pacific Act, 
1933 as amended 1936, and Chapter 6, 1945, ‘An Act respecting the appointment 
of Auditors for National Railways, z we have audited the accounts of the 
Canadian National Railway system for the year ended the 31st December, 1945, 
and we now submit, through you, our report to parliament. 

Supplementing our audit certificate appended to the accounts published by 
the railway, we comment on the consolidated income account, consolidated — 
balance sheet and general scope of audit as follows: - 


CONSOLIDATED INCOME ACCOUNT 


The surplus amounting to $24,756,000 for the year 1945 is summarized 
hereunder :— 


Surplus after making provision for the general expenses of operation 


but before fixed charges and depreciation 6 INT LI RRM ee lie gas $92,306,000 
hess ytixed: charges). (PRM dos ci aerohie cats IS RENT Cee oae aa in aT 49,009,000 
Surplus belore) Pepreciatlonmsjen te creek bicteh ee ake eee Roi nea 43,297,000 
Wessie depreciation ).)2)0 au oki) Aine A ages Rae, a as een ec met a 18,541,000 
Surplus BPs eth weve’ sh daute ta¥'a alte Bege naMies. che cat le TA Cee oA ld ee ee ree ey! 


The general expenses of operation largely consisting of wages and materials | 
include the following items, reference to which may be ‘of interest :— 


(a) Replacements a retirements of fixed properties—excluding the St. 
Lin line abandonment charged to proprietor’ s equity ; 


(b) Deferred maintenance on a reduced scale from the previous year—in 7 
respect of fixed properties and equipment; 

(c) Pensions covering | 
(I) Railway’s portion of payments to retired employees under all plans, 
and ‘ 


(II) Increase in pension contract reserve for the railway’s portion of 
estimated capital amount of all pension contracts in force at the 
year end under the 1935 Plan; 


(d) Insurance premiums mainly on eee carried outside of the insurance 
fund ; 

(e) Foreign exchange; 

(f) General taxes, and 


(g) Balance of amortization of certain defence projects considered as having 
no potential economic value in post-war operations. 


lig 
rs 
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It was not considered necessary to increase the wartime price reserve for material 
and supplies inventories in 1945. 

Fixed charges, shown in the foregoing summary and in accordance with the 
principles defined by the Interstate Commerce Commission, cover interest on 
funded debt held by the public, interest on loans from the Government, interest 
on unfunded debt, amortization of discount on funded debt and rent for leased 
roads and equipment. The ratio of these fixed charges to operating revenues was 
11-3 per cent as compared with 11-4 per cent in the previous year. 

Interest and discount on funded debt averaged 4-37 per cent and interest on 


loans from the dominion government 3-12 per cent or a composite rate of 3-70 


per cent at the year end. These percentages are exclusive of foreign exchange. 

Depreciation provision has been made for the equipment of both the 
Canadian and United States lines of the National System. The normal depreci- 
ation rate for the Canadian lines has been increased for the full year to equal 
the latest available composite of the rates used by the Class I railroads in the 
United States, the special provision made in prior years for abnormal wartime 
use of squipment being discontinued for the year 1945. 

In respect of depreciable fixed properties—defined in the 1943 order of the 
Interstate Commerce Commission as including bridges, buildings, stations, shops, 
etc., but excluding track structure—depreciation provision has been made during 
the year for the United States lines of the National System in accordance with 


- the 19438 order but not for the Canadian lines which continue on the retirement 


basis. 

Replacements and retirements of fixed properties, as charged to operating 
expenses through the appropriate primary accounts in maintenance of way and 
structures, are matters on which some explanatory comment may be helpful. 
The term “replacements” refers to major renewals of facilities continued in 
service whereas the term “retirements” refers to facilities withdrawn from 
service and not replaced. The aforementioned charges to maintenance of way 
and structures accounts covering loss of service life, i.e. ledger value less salvage, 
relate mainly to the following: — 


(a) Replacements of bridges, buildings, stations, shops, etc. on the Canadian 
lines only; 


(6) Replacements of track structure i.e. ties, rails, other track material 
and ballast, on both the Canadian and United States lines; 


(c) Retirements of bridges etic. on the Canadian lines only, and 


(d) Retirements of track structure on both the Canadian and United States 
lines. The foregoing replacements of bridges etc. are charged to the 
relative primary accounts for each class of property as are the replace- 
ments of track structure with the addition of the track laying and 
surfacing account and the retirements of bridges etc. together with 
track structure are charged to road property—retirement account. In 
addition to these charges for replacements and retirements, the mainten- 
ance of way and structures accounts include the cost of “day-to-day” 
or “running” repairs and renewals on both the Canadian and United 
States lines. The loss of service life in replacements and retirements 
of bridges, etc. on the United States lines is charged against the 
depreciation reserve established under the 1943 order of the Interstate 
Commerce Commission. In the broad consideration of replacements 
and retirements, it should be borne in mind that the wartime reserve 
for deferred maintenance of fixed properties applies partly to such 
replacements and retirements as were postponed because of traffic 
demands during the period of military hostilities. | 
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In the matter of current maintenance policy we have received certificates 
from the responsible officers to the effect that, subject to the war-time conditions 
which necessitated the provision for deferred maintenance, the fixed properties 
and equipment of the National System have been maintained in a proper state 
of repair and in an efficient operating condition during the year. 

With respect to physical retirements of fixed properties and equipment, we 
have been furnished with certificates from the responsible officers to the effect 
that, insofar as traffic demands would permit, such physical retirements as 
should have been made during the year 1945, as a result of wear and tear and 
obsolescence, have been made and that’ notification of all such retirements has 
been given to the accounting department. 

The surplus for the year shows an increase of $1,729,000 in comparison 
with 1944. The decline in operating revenues was more than offset by decreased 
war-time provisions for deferred maintenance, equipment depreciation, and 
inventory price adjustments; decreases in interest and the net amount of 
miscellaneous income accounts; that portion of the wage adjustments retroactive 
to 1943 which was taken up in the 1944 accounts—less additional maintenance 
work, costs of moving traffic and charges for pensions. 

The term “surplus” used in the consolidated income account is synonymous 
with the term “surplus earnings” used in the Dominion of Canada—proprietor’s 
equity account the composition of which is defined in the Capital Revision Act 
of 1937. 

In the five year period of 1941 to 1945 the National System, with a record 
volume of traffic, has been able to make loan repayments to the government 
of $112,502,000 out of working capital created by surpluses. Whilst this has 


demonstrated that, given the traffic volume, the National System can be operated | 


to the benefit of the broad economy of Canada, we would, nevertheless, commend 
to Parliament, for such consideration as it may deem practicable and necessary, 
the impact of the accumulated war-time increases in wage rates and material 
prices as carried into the post-war period on the operating results from 
prospective post-war revenues. 
Consolidated Balance Sheet 

The total amount of the investments in fixed properties and equipment as 
brought into the National System accounts at the lst January, 1923, from the 
books of the several corporations and the Canadian Government Railways was 
accepted by us. As against the corporate portion of such property investments, 
there have been applied the substantial reductions authorized by The Canadian 
National Railways Capital Revision Act, 1937. Since the Ist January, 1923, 
the net additions and betterments as a whole of the National System have been 
shown on the basis of cost. During the vear 1945 the net additions and 
betterments amounted to $10,584,000, the principal expenditures being for the 
‘purchase of rolling stock and the construction of the Bout de 1’He Branch Line. 

The several special funds of the National System including sinking funds, 
capital and other reserve funds, deferred maintenance fund, insurance fund and 
pension contract fund, amounting in total to $85,921,000, are composed 
principally of investments in the securities of dominion, provincial and municipal 
eovernments and in the securities of companies within the National System 
together with cash. The year-end market value of the securities held in these 
special funds in total exceeded the book figure. During the year 1945 the total 
amount of the funds increased $8,780,000. 


The insurance fund includes the amount set aside for unadjusted loss claims ~ 


at the date of the balance sheet. The fund decreased $330,000 during the year 
as a result of heavier than usual fire losses but, in view of the fact that the 
long term level of the fund was maintained, no adjustment through operating 
expenses has been made in 1945. ; 


{ 
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Investments in affiliated companies, as detailed in the relative schedule, are 
represented by the capital stocks, bonds and obligations for advances of 
companies affiliated with but not forming a part of the National System. Apart 
from the Trans-Canada Air Lines, this type of “unlisted” investment is made, 
in association. with other railways, primarily to secure the benefits of traffic 
interchange and terminal facilities. The basis of the balance sheet figure is 
cost or, in respect of certain United States securities, less than the special 
valuations approved by the Interstate Commerce Commission. Apart from the 


Trans-Canada Air Lines, the 1945 financial statements issued by the companies 


representing the larger investments indicate that:— 


(a) The affiliates have utilized the funds from the sale of their securities up 
to the 31st December, 1945, mainly for investment in Fixed Properties 
Equipment; 

(b) No operating losses of major importance were sustained during the year 
1945 excepting that of $884,000 in the case of the Northern Alberta 
Railways Company, 50 per cent of which loss has been taken up as an 
income charge by the National System, the other 50 per cent being 
chargeable to the Canadian Pacific Railway, 


(c) Having regard to their working capital position, reasonably liberal 
dividend policies are followed by those affiliates showing substantial 
earnings, and 


(d) No corporate deficits have been accumulated up to the 3lIst December, 
1945. This indicated position, however, should be considered im 
conjunction with the varying accounting policies relating to accrued 
depreciation of fixed properties. Generally speaking, the principal 
affiliates in Canada do not accrue such depreciation whereas those in 
the United States have done so since the Ist January, 1943, in accord- 
ance with the relative order of the Interstate Commerce Commission. 


During the year investments in affiliated companies increased $632,000, mainly 
with respect to the purchase of additional bonds of the Northern Alberta 
Railways Company and Toronto Terminals Railway Company in order to 
finance 50 per cent. of the capital requirements of those companies in 1945, the 


other 50 per cent being subject to financing by the Canadian Pacific Railway. 


Other investments are comprised partly of securities of the Dominion 


~ Government and those of companies within the National System in the amount 


of $619,000, the balance being represented by ‘unlisted’ investments of a 
miscellaneous character valued at or below cost. The year-end market value 
of the Dominion Government and National System securities in total exceeded 
the book figure. Other investments as a whole decreased $930,000 during the . 
year. 

Temporary cash investments are represented by Dominion of Canada 
securities held principally in respect of the reserves for material and supplies 
inventories and amortization of defence projects. The year-end market value 
of these securities exceeded the book figure. 

Current assets exceed current liabilities in the amount of $68,873,000 
equivalent to a working capital ratio of 2-2 to 1. This compares with $69,376,000 
and 2-2 to 1 respectively in 1944. The working capital position of the National 


_ System is regulated, broadly, by the application of the cash from depreciation, 


amortization and surpluses in the reduction of capital debt and requirements for 


4 capital additions and betterments. 


Other deferred assets are composed mainly of contracts receivable in 


connection with the sale of land in Western Canada. It may be of interest to 
a note that the unsold land is included in miscellaneous physical property. 
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Discount on funded debt represents the unamortized portion of the discount 4 
incurred at the time the relative securities were sold, which will be written off — 
against income in annual instalments during the remaining life of each issue. | 

Other unadjusted debits consist of the unamortized cost of opening ballast 4 
pits which is to be written off on the basis of yardage used; the estimated salvage — 
value of non-perishable material in ballast pits and other temporary tracks; 
accepted inter-line freight claims paid in advance of investigation with other — 
carriers, and debit items not otherwise provided for or which cannot be disposed 
of until additional information is received. 

Long term debt does not include securities held in the treasury of the railway 
nor those held as collateral by The Canadian National Railways Securities 
Trust and the Dominion Government. 

The combined capital debt was reduced by the net amount of $27,176,000 
during the year. Generally speaking, this net reduction results from loan 
repayments to the government out of working capital created by surpluses, plus — 
serial debt payments—less the balance of capital requirements for additions — 
and betterments. | 

The corporate reserves for pension contracts, insurance, depreciation, 
amortization of defence projects, deferred maintenance and material and sup- 
ples inventories aggregate $185,631,000, of which $89,616,000 is represented by — 
special funds and other specific investments. Furthermore, of the aforemen- — 
tioned $185,631,000 some $71,843,000 represents the amount carried forward — 
in respect of special war-time provisions for depreciation of equipment in excess 
of normal rates, amortization of defence projects, deferred maintenance and 
material and supplies inventories. The reserves as a whole increased $25 464,000 
during the year. | 

Accrued depreciation—Canadian Lines—applies only to equipment and — 
dates from the Ist January, 1940, retirement accounting continuing in effect _ 
for fixed properties. 

Accrued depreciation—United States Lines—applies to equipment from a 
date prior to the Ist January, 1923, and to fixed properties (excluding track 
structure) mainly from the 1st January, 1943. 

Other deferred liabilities are comprised principally of the outstanding 
capital amounts of the workmen’s compensation awards by the Provinces of 
Ontario and Quebec, and the balance of the obligation to the State of Michigan 
in respect of the wider Woodward Avenue extension in Detroit. 


Other unadjusted credits are made. up of the Canadian Lines’ estimated 4 
proportion of prepaid revenues on freight in transit; estimated liability for — 
injuries to persons; estimated liability for loss and damage claims, and credit 


items not otherwise provided for or which can not be disposed of until additional — 
information is received. 


Dominion of Canada—Proprietor’s Equity—is set forth in the balance 
sheet and the relative schedule in accordance with section 2 (f) of The Canadian 
National Railways Capital Revision Act, 1937, which defines the composition 
of the account. The dominion’s equity increased in the net amount of $22,631,- 


__ 000 during the year as the result of surplus ‘earnings less capital losses on the 


abandonment of the St. Lin subdivision and the retirement of equipment: In — 
respect of the latter item it should be pointed out that as no depreciation 
accruals were made prior to 1940, the loss of service life, i.e., ledger value less 
salvage, has been charged against the reserve to the extent of depreciation _ 
accruals from 1940 the balance being charged against the equity account, 
which procedure is in line with the principle adopted by the Interstate Com- 
merce Commission when depreciation, accounting for equipment was first 
instituted for United States railways. The following explanatory comments 
may be of some value in clarifying this account; 
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4 (a) The Proprietor’s Equity Account, as detailed in the relative schedule, 
may be compared in principle with the shareholders’ equity in privately 
owned corporations represented by the combined book value of capital 
stock and surplus. | 


(b) The Capital Stock of the Canadian National Railway Company is the 
medium through which the Dominion controls the corporations which 
formerly were privately owned but now .form part of the National 
System. 


(c) The initial stated value of the capital stock of The Canadian National 
Railways Securities Trust is shown as at the Ist January, 1937, and 
represents the total amount of the corporate loans by the Dominion 
utilized for capital purposes prior to that date as converted to share 
capital. 


(d) The surplus earnings of $112,502,000 are for the years 1941 to 1945 
inclusive and the capital gains on repatriation of securities and capital 
losses on major retirements of road and equipment not covered by 
depreciation accruals are for the years 1937 to 1945 inclusive. These 
surplus earnings, capital gains and capital losses of the National 
System have been applied in their entirety to the capital stock of the 
Securities Trust. Section 12 of The Canadian National-Canadian 
Pacific Act, 1933 as amended 1936, stipulates that “Income deficits 

shall not be funded”. 


(ce) The capital expenditures by Dominion of Canada on Canadian Govern- 
ment Railways represent the direct appropriations by parliament prior 
to entrustment and are exclusive of certain capital expenditures on 
the Crown property financed by the Canadian National Railway 
Company out of funded debt issues and government loans. 


Major contingent liabilities are outlined in the relative schedule. In respect 
of Pension Plans referred to therein, we would point out that:— 


(a) Under the 1935 Contractual Plan a reserve is set up on the books of 
the railway against the estimated capital value of contracts in force 
but not against pensions conditionally accruing. The reserve is 
represented by the Pension Contract Fund the assets of which, amount- 
ing to $29,671,000, are in the form of Dominion of Canada securities 

together with accrued interest and cash. The contributions by em- 

. ployees presently in service are invested through the separately 

administered Pension Trust Fund, the accounts of which are not 

included with those of the railway. The assets of the separate Pension 

. Trust Fund amounting to $21,197,000 are in the form of Dominion 

; of Canada and Dominion Guaranteed National System securities 
together with accrued interest and cash. The total amount of the 
two funds in operation under the 1935 Plan 1s $50,868,000. 


(b) Under prior non-contractual plans no reserve is set up against either 
the capital value of pensions now being paid or those conditionally 
accruing. | 


, In considering the foreging, it should be borne in mind that operating expenses 
are charged with pension costs covering 

(I) Railway’s portion of payments to retired employees under all Plans, 
4 and 


(II) Increase in Pension Contract Reserve for the railway’s portion of the 
estimated capital amount of all Pension Contracts in force at the 
year end under the 1935 plan. 


* 
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are pied in Canadian funds converted mainly at the par of ee 1h 
During 1945 the Interstate Commerce Commission prescribed changes in x 


the composition of certain primary accounts in the balance sheets of United 
States railways. In so far as they were applicable, the National System has i, 


adopted such changes in the Consolidated Balance Sheet. 
General Scope of Audit 


The general scope of the test audit of the National System accounts for a 


the year 1945 may be outlined briefly as follows:— 


(a) Examination of major expenditure authorities in conjunction with 
the recorded resolutions of the directors, which in turn are related to — 
Corporate By-Laws, Orders in Council and Acts of Parliament; ar 

(6) Audit tests in the offices of regions, separately operated properties and 
system headquarters, limited to a cross-section of the major expendi- 
tures so authorized ; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting staff of the system. In this connection 
we work in collaboration with the executive accounting’ officers at 
headquarters having as a common objective the securing of maximum 
internal protection to the system in the control of cash receipts and 
expenditures, securities held, material stores, accounts receivable, etc., 
and through the carrying of Fidelity Bond Insurance with outside 
Underwriters, and 

(d) Audit and certification of the Consolidated Income Account and Con- — 
solidated Balance Sheet for presentation to parliament, which body is ~ 
thus placed in possession of facts upon which conclusions can be reached 
as to the stewardship of the duly appointed administrators of the 
system. 


The test audit covers the various balance sheet accounting units in Canada, 
the United States and Great Britain with Income Accounts originating in the q 
Revenue Offices, Regions, Separately Operated Properties and System Head- 
quarters. These accounts apply to some 86 companies, as detailed in the relative 
schedule, and the Canadian Government Railways which comprise the National 
System as an operating entity. 

Apart from those pertaining to the Canadian Government Merchant Marine 
Limited and the Trans-Canada Air Lines, the holdings in the capital stocks of the 
affiliated companies, as set out in the relative schedule, are insufficient to give ~ 
voting control and accordingly the companies are not treated as units of the — 
National System nor are their accounts audited by us. In a few instances their _ 
accounts are certified by public accountants but for the most part they are 


audited by joint committees composed of National System accountants and — 


representatives of outside interests. 
Canadian National Railways Securities Trust 


The constitution of the Securities Trust is set out in Section 12 of The 
Canadian National Railways Capital Revision Act, 1937 as amended 1945, as 
follows:— 

There shall be a corporation to be known as ‘‘The Canadian National 
Railways Securities Trust,” hereinafter in this Act referred to as the 
“Securities Trust,” consisting of five trustees who shall be the persons who, 
respectively, hold the offices from time to time of Deputy Minister of 


Finance, Deputy Minister of Transport and Deputy Minister of Justice 


and such two officers of the National Railways as may be named from ~ 
time to time by resolution of the Board of Directors of the National e 
Railways. The trustees shall serve without remuneration. \ 
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The primary function of the securities trust, as provided in Section 13 of 
the Capital Revision Act, is the holding alive of the corporate indebtedness 
(formerly to the Dominion but now to the Trust) and relative collateral 
securities, for the purpose of preserving any priority rights of the Dominion in 
respect of certain unguaranteed securities and subsidiary company capital stocks 
held by the public. This function of the Trust lessens in importance with the 
passing of time as unguaranteed securities are redeemed and the relative sub- 
sidiary companies are liquidated. 

Supplementing our audit certificate appended to the accounts published by 
the Securities Trust, we comment on the balance sheet as follows:— 

The Securities Trust, under authority of Section 22 of the Capital Revision 
Act, has been treated as a constituent unit of the National System. There is, 
however, a provision in Section 23 of the Act requiring presentation to Parliament 
annually of a Trustees’ Report and a separate balance sheet for the Trust. Its 
further provided that the Trustees’ Report is to set forth the transactions of the 
Trust during each year, which are deemed to comprise the net change in the 
book value of its capital stock originating in the accounts of the Railway and, 
subject to the approval of the Governor in Council, any releases of indebtedness 
or collateral securities belonging to the Trust. 

The next is the Canadian National West Indies Steamships Limited. 

Mr. Rew: I think we can take a rest right there. You have done very well. 
Mr. LaCrorx: I suggest the adoption of the report. 

The Acting Cuarrman: Is that seconded? 


Mr. JackMAN: We might ask a few questions on it. You mention msurance 
premiums mainly on risks carried outside of the insurance fund. Later on you 
speak of certain fidelity insurance being carried by the company? 

Mr. Marruews: Yes. 

Mr. Jackman: As we heard before there is no substantial amount of 
insurance carried outside the system itself, is there? They carry their own 
insurance with what exceptions? 

Mr. Marruews: In 1945 the total of the premiums approximated $170,000. 
That is premiums paid by system companies of which about $100,000 were 


_reinsured and ‘about $70,000 was contributed to the fund principally by the 


Grand Trunk Western. That is the principal exception. In other words, outside 
of the Grand Trunk Western the premiums within the fund are not charged. 


Mr. Jackman: As I. understand it from what you have said $170,000 was 


paid in premiums? 


Mr. Marrunws: That is right, into the fund, premiums collected by the 
insurance fund and paid in there by system companies, of which $170,000 
approximately $100,000 was used as premiums for reinsurance with outside 
underwriters. 

- Mr. Rew: You state that repayments have been made to the government of 
$112,502,000. What has that meant in the reduction of interest charges? 

Mr. Marruews: It would reduce the capital outstanding at the end of each 
of those years and to the extent and on the basis of the interest rate then charged 
by the government. 

Mr. Rew: That is a substantial reduction. 

Mr. Marrurws: It has been a reduction in the capital indebtedness. 

Mr. Rew: I think I asked this question last year but I always come back 
to it. These are round figures that you gave us on page I. On page 1 you 


a have $24,756,000 and in the balance sheet it is $130 out. 


, 
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Mr. Marruews: That is right. We go to the nearest thousand for those > 
figures. | ee 
Mr. JAcKMAN: What was the nature of the risks that required $100,000 of “a 
reinsurance and at the same time may I ask if there is any ruling under I.C.C. 
practice in regard to a railway carrying its own insurance? 

Mr. Marrurws: No. 

Mr. JAckKMAN: They may carry it themselves or outside? » 

Mr. Marruews: As far as this insurance fund is concerned, it apples prin- 
cipally in Canada, in any event. 

Mr. JACKMAN: You mentioned the Grand Trunk Western. 

Mr. Marruews: The Grand Trunk Western. You wanted a general 
statement, , 

Mr. JAckMAN: Just generally the nature of the risks. Perhaps some of — 
the officers would have that. , 

Mr. Marruews: No, I can give it to you. The reinsurance covered the _ 
Grand Trunk Milwaukee Car Ferry, the Ontario Car Ferry, Pacific Coast 
Steamships, a war risk, the Eastern Car Ferry, employees’ automobile liability 
insurance, London office, and a few others. Those are the main items. 

Mr. JAcKMAN: Is there any particular principle behind this carrying of 9 
reinsurance with outside companies that does not apply to the risks which the — 
company carries itself? 

Mr. Marruews: That is a matter of corporate policy. I think perhaps you 
might direct that question to Mr. Vaughan. i 

Mr. VAucHAN: What was that question? ‘ 

Mr, Jackman: You paid $100,000 for reinsurance in connection with certain ~ 
risks, and Mr. Matthews outlined the particular risks that were insured outside. 
I was just wondering what principle determines whether or not you will carry 
it yourself or whether you will resort to an outside underwriter, 

Mr. VaucHAN: Where we have an outside risk of that kind there is always 

a particular reason for it. Mr. Matthews mentioned the Milwaukee Car Ferry. — 
The Pennsylvania Railway have an interest in that. As to the Ontario Car 
Ferry, the B. & O. railway have a half interest. That is a joint account. We 
do not think it is wise for us to carry the entire risk in those cases. 
Mr. JAckMAN: And as you say under I.C.C. practice the railway may or 
may not carry its own insurance? a 
Mr. Marruews: I have no knowledge of any prohibition in that regard. e 
Mr. Vaucuan: Mr. Cooper would know that. 
Mr. Cooper: Under I.C.C. there is no prohibition against a company 
carrying its own risks, none whatever. 

The Acting Cuatrman: Are there any other questions? 

Mr. Hazen: I do not know how you pronounce it but there is the construc- 
tion of the Bout de I’Ile line. 

Mr. Vaucuan: That runs on the Island of Montreal from where the tunnel 
comes out from the new station to the eastern end of the Island of Montreal. 

Mr. Hazen: How many miles? 

Mr. WaAutTon: 14 miles. 

Mr. Hazen: It cost about half a million dollars? 

Mr. Vaucuan: It cost more than that. I think the total cost was $2,500,000 
or $3,000,000. 

Mr. Watton: About $2,800,000, in round figures, 


The Acting CHarrMan: It has been moved by Mr. LaCroix and seconded 
by Mr. Reid that the report be adopted. 
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Mr. JACKMAN: I am sorry but on page 4 in paragraph (c) you say: 


| Having regard to their working capital position, reasonably liberal 
dividend policies are followed by those affiliates showing substantial 
earnings. 


_ May I ask about how much was added to their earned surplus that was not 
_ disbursed to the owning company? 

: Mr. Marruews: I could file that. I have not the details for each company. 

Mr. Jackman: Would it amount to some hundreds of thousands, or some 

~ millions? 
: Mr. Marruews: Oh, no, not millions. I can get that for you. 
, Mr. JACKMAN: It is a relatively small amount? 
- Mr. Marruews: Yes. It does not run into millions or anything like that, 
as far as annual dividends are concerned. 
: Mr, JACKMAN: Do you know how much was paid in dividends by affiliated 
~ companies to the parent? 
| Mr. Marrurews: Yes, I can get you that, but I do not think I have got 
it in my papers right here, but I will file it for you. 
4 Mr. JAcKMAN: Are sieve not quite large affliated companies from which 
_ the system derives substantial dividends? I was wondering how much was held 

back to build up the affiliates. 
q Mr. Matruews: That is a point we make that from examination of the 
- accounts taking into consideration the working capital position of each of the 
_ companies there is no indication they are piling up net current assets, in other 
_ words, withholding dividends. 
: Mr. Jackman: I quite appreciate it may be sound corporate policy for an 
 affiiate to retain a large or small part of its surplus earnings and not declare 
_ them in dividends, but.if the affiliate was in a bad position and needed working 
' capital greatly it might only pay out 15 or 25 per cent of its earnings to the 
_ parent? - - 
Mr. Marruews: That is a point we make in the Report— 
4 Mr. JAckMAN: How much better off is the system by reason of its share of 
_ the increased earned surplus in the affiliated companies which has not been 
_ declared out in dividends? 
4 Mr. Matruews: Would you like to have the dividends paid for any given 
year? Is that what you want? A list of the dividends paid or information on 
_ their working capital position? 
_' Mr. Jackman: I only want to ask a question which will bring out infor- 
mation as to whether or not the system is earning a considerable amount of 
- money in its affiliates which has not been declared out to the system? 
ie Mr. Marruews: We say not, that from examination of the accounts of the 
affiliated companies we do not think there is any evidence they are withholding 
. dividends beyond a reasonable proportion of working capital. 
y Mr. JackMAN: The word “reasonable” does not answer my question. If an 
_ affiliated company needs to build up its own position, it would be very unreason- 
f able for them to pay out a substantial amount of earnings to the parent? 
Mr. Matruews: Quite right. 
Mr. JacKMaAn:: But it might be earning money all the same. 


Mr. Marruerws: Perhaps in these affiliate companies it is well to bear in 
| mind the purpose of the investments. They are not made primarily as an 
investment to earn money on the investment. They are of a character for 
traffic interchange and terminal facilities. For instance, the Toronto Terminal 
Railways is a sample and, of course, we have indicated to you about the Northern 
Alberta. Dividends are not available there but on two or three of the American 
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Mr. JackMAN: I see that the total book value of investments in affilia 
companies is only $10,000,000 anyway. It is not very substantial. ‘ 
Mr. Marruews: In affiliates? ae 
Mr. Jackman: $10,000,000 is the total investment. | hi 
Mr. Marrnews: That is in stocks but in the bonds there is $28,000,000 
There is only $10,000,000 for stocks. 

Mr. JACKMAN: Oh yes, I see. 

Mr. Marruews: And $28,000,000 for bonds. 
Mr. Jackman: And $41,000,000 for advances? | 
Mr, Marruews: No, $2,500,000 for advances. 
Mr. JACKMAN: A total of $41,000,000. 

Mr. Marruews: Yes. The Northern Alberta is the road to which we 
referred as to the amount of the deficit, and the Toronto Terminals are strictly — 
a terminal facility. : fe 

The Actinc CuatrMan: Are there any other questions on that report? 

Mr. JAcKMAN: On page 6, paragraph (b) you say: ar 

Under prior non-contractual plans no reserve is set up against either — 
the capital value of pensions now being paid or those conditionally — 
accruing. ; 

You are speaking of the pensions. Is the amount which will be charged to current ‘ 
operations to meet these pensions likely to be im an ascending scale or aa 
descending one from now on? 

Mr. Marruews: I could not answer you that. I would not want to project ~ 
a figure. I would rather you would ask the company that. ; 
Mr. Vaucuan: I think Mr. Cooper can give us that figure, roughly. 
Mr. Coover: There is no doubt that our pension costs will increase for some 
years to come; I would think for the next 15 years. 

Mr. Jackman: Do you know approximately how much they were for last q 
year? i 
Mr. Cooper: Last year they were $9,000,000. 
Mr. JackMAN: This is under the non-contractual plan? 
Mr. Cooper: No. This is under all plans. 
Mr. JAcKMAN: I presume the contractual plans are pretty well self-sup- 
porting? 
“Mr. Cooper: Under the old pension plan—and that fund was closed in ~ 
1935—anybody who had been pensioned at that date today must be at least, say, q 
76 years of age, and it cannot go on very much longer. a 
Mr. JackmMAN: The contractual plan, I take it, is self-supporting? 
Mr. Coorrer: The non-contractual plan in 1945 cost us $684,000. In the 
previous year it was $770,000. -So there is a reduction for the year of $90,000. 
I would think that reduction per annum would accelerate. But actuarially, a — 
pensioner could live to, say, 100 and it is possible for the non-contractual plan — 
to involve charges against the railway for the next 20 years, but they are on a 
‘diminishing scale. It is only a matter of a few years before that plan will be — 
no burden whatever on the railway. ’ 
Mr. Jackman: And under the contractual plan, the pensions are self-sup- | 
porting, actuarially? | a 
Mr. Cooper: Yes. That is to say, when an employee goes on pension, he | 
gets a contract under which the Canadian National Railway company agrees — 
to pay him a fixed amount per month as long as he shall live, or in the case of ~ 
a joint and survivor, or a guaranteed type of pension according to the terms of © 
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the contract. The actuarial value of each one of those contracts is computed 
and the amount is taken and charged to operating expenses and is invested in 
- gecurities. — 
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Mr. JAckMAN: They are self-supporting; and the non-contractual plan will 


shortly disappear and will diminish from year to year. 


Mr. Cooper: At the end of 1945 we had in our contractual plan fund 
$29,671,000. That was something we began in 1944, it has been going only 


_ three years. We have done very well. 


Mr. Jackman: Mr. Matthews, you are quite in agreement with the action 
under the securities trust in cancelling those securities? 


Mr. Marruews: Yes, sir. That is in strict accordance with the Act. It 
was also approved by Order in Council. 


Mr. JACKMAN: But it passes your judgment as auditors? 


Mr. Marruews: Yes. It is all leading up to a simplification of the internal 
capital structure of the system. 


The Actinc Cuairman: Are there any other questions, gentlemen? 
Mr. Rew: I move the adoption of the report. 
The Actinc CHAIRMAN: Now, will you read the Canadian National (West 


- Indies) Steamships Limited? 


Hon. Mr. Cueveter: Could we not take that as read? 
The Actinc CHAIRMAN: Will you take that as read? 
Mr. Rei: I think we could very well take it as read. It is very well 


_ written. 


Mr. JAcKMAN: What is the use of having a report, then? 
Hon. Mr. Cuevrier: We have spent quite a lot of time on the steamships 
this afternoon, and there are still some items of estimates to go through. I 


wondered whether we could not just consider this as read. 


Mr. Reip: I move that it be taken as read, and considered and adopted. 
Mr. Jackman: I might just ask this. Is there anything in it to which he 


q wishes to direct our attention especially? Is there anything, Mr. Matthews, 


- that you want to draw to our attention in this West Indies report? 


Mr. NicHotson: Would you care to make any comment on the discussions 
earlier in the day about this item of $5,039,000? | 
Mr. Matruews: Only to say, Mr. Nicholson, that so long as the Depart- 


ment of Finance furnishes us with a certificate to the effect that the $5,000,000 


is owing, there is no other course. 
Mr. Nicuotson: I appreciate that, but from the point of view of audit, 


what do you say? 


. 


m year. 


ir, 


Mr. Marruews: I would not consider that would be part of our function. 


y I think it is a matter of government policy, and our job we regard to be the 


setting out of facts. As long as the Department of Finance regard it as a 
liability, we have no alternative. 

Mr. NicHotson: The taxpayer of Canada is also interested. 
Mr. Rew: As an auditor, it would be an easy figure for you to add each 


‘Mr. Jackman: May I ask this question of Mr. Matthews? Are there 


_ many companies which your firm audits, and with which you are familiar, 


a 


where a deficit has been carried for 15 years or more and interest has accrued 
each year and piled up there? 


Mr. Marruews: No. 
Mr. JAcKMAN: Do you know of any? 
64552—5 / 
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Mr. Marruews: No. It is in the same category as the Canadian National q 
Railway system was in 1937 when the Capital Revision Act was brought in; — 
the same principle. . he 

Hon. Mr. Curvrier: Do you audit any other railway company besides the 
national system? ‘ | co 

Mr. Marruzws: Not in Canada. But we regard that as a matter of policy 
outside our function. Our job is to set out facts to the committee and not ~ 
matters of policy. | ie 

Mr. Nicuouson: I appreciate that very much. But if you were auditing 4 
for a private company, would you not have some comment to make? “§ 


Mr. Matruews: If we were auditing a commercial corporation with a — 
deficit of $5,000,000 and which owed the bank or anyone else the same amount, / — 
that would be set out in the balance sheet as it is in the case of the West Indies 
steamships; and it would again be a matter of corporate policy as to re- © 
organization. 3 

Mr. Nicuotson: Would you not have some comment to make regarding 
the carrying on of this for 15 years? 


Hon. Mr. Cuevrier: Has not that matter been disposed of pretty much 
by the committee? ) 


Mr. Nicuoxtson: I think it is quite relevant. 


Hon. Mr. Cuevrier: I do not want to interrupt you, but what you want — 
the witness to say is exactly contrary to what the committee has already said 
by way of decision: — 

Mr. Nicuotson: Yes. But I think I am quite in order in getting the 
auditor’s comment regarding a matter of bookkeeping of this nature. 


Mr. JACKMAN: Perhaps the auditor would simply say whether or not there — 
is any difference so far as accounting principle is concerned here. | 


Hon. Mr. Curvrier: He has already said, has he not, that it is not a 
matter for him to say. ; 

Mr. Rem: As an auditor, it would not be difficult to add that $5,000,000 — 
to a balance sheet. What is the use of asking the auditor about it, if it makes 
no difference to him? 

Mr. Matruews: Based upon the liability, the legal liability—the Depart- 
ment of Finance says it is a liability, and so long as that remains there is 
no other course. 


Mr. Jackman: If I may say so, the minister seemed to be endeavouring 
to discredit the witness by. asking whether or not the firm audited any other 
railways. But what I am asking the witness is if there is any difference in 
accounting principles, whether these are railway accounts or whether they are 
accounts of any other corporation? 


Mr. Matruews: I think as long as a company—it matters little what 
kind of a company it is—has a liability, regardless of why or for what purpose 
the money is borrowed, there is no alternative but to state it so long as the 
corporate owners of that property make no alteration in their capital structure. 


Hon. Mr. Cuevrier: May I point out, Mr. Jackman, that I was asking a 
question, not attempting to discredit the witness. In order to discredit a witness — 
one proceeds otherwise. You know that, being a lawyer. 
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Mr. JACKMAN: I was not serious. 
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(The auditors’ report on Canadian National (West Indies) Steamships 


Limited follows.) 
4 _ CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 
a 15th March, 1946. 


_ Tue HonovuraBLe THE MINISTER OF TRANSPORT, 
2 | Orrawa, CANADA. 

B. Sir:— 
Acting under your authority we have audited the accounts of the Canadian 
National (West Indies) Steamships, Limited for the year ended the 3lst 

_ December, 1945, and we now submit our report thereon. 

a The accounts of the Steamships and its subsidiary companies are not 

consolidated with those of the National System, the 100 per cent stock ownership 

_ of the parent steamship company being vested in the Dominion government. 

” Supplmenting our audit certificate appended to the accounts published by 

_ the Steamships, we comment on the consolidated income account, consolidated 


profit and loss account and consolidated balance sheet as follows:— 


die 
ue 


a Consolidated Income Account 


_ The consolidated income account reflects the results of the Canada-West 
Indies operations, agency services rendered mainly to Park Steamships and to 
_ the war-time Canadian Government Merchant Marine and_ the temporary 
_ chartering of certain ships to the Dominion government and others. 


_-. The surplus amounting to $1,116,000 for the year 1945 is summarized 
_ hereunder:— 


a Surplus after making provision for the general expenses of operation 


eS but moetorevwnterest, and, depreciagign: » 0 taint ede eoe woe »..$ 2,008,000 
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4 The general expenses of operation include the cost of wages, materials, ete. 
together with the following items which may be of interest: — 

i (a) Administrative charges by Canadian National Railways; 

a (6) Pension payments to the Canadian National Railway Company as 
| pension contract underwriter ; 

nS (c) Insurance premiums on risks carried both by the insurance fund and 
" outside underwriters; 

(d) Foreign exchange, and 

(e) General taxes. 


7 
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Interest and discount on funded debt averaged 5-03 per cent and interest on 
loans from the Dominion government 2:5 per cent or a composite rate of 4-15 
‘per cent at the year end. These percentages are exclusive of foreign exchange. 

_ Depreciation covers both the Lady ships and the freighters at the uniform 
rate of 5 per cent for the year. 

| We have received the customary certificates from the responsible officers of 
the Steamships relating to- current maintenance and physical retirements of 
capital assets. 

The surplus for the year show a decrease of $155,000 in comparison with 
1944. The reduction in operating revenue caused a decrease in the direct operating 
‘profit, and the adjustment to a 5 per cent rate for freight vessels added to the 
- 64552—54 
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depreciation charges. As against this, however, the cost of government interest 
was reduced and replacement fund earnings were credited to the income account 
for the first time. . 


Consolidated Profit and Loss Account : “| 

The deficit decreased in the net amount of $3,106,000 during the year as ~ 
the result of the surplus in 1945 and the transfer of the replacement reserve ~ 
representing the accumulated capital gains and earnings of the fund up to the — 
end of 1944—less certain adjustments of past depreciation accruals. . 


Consolidated Balance Sheet 


Investment in vessels is carried on the basis of cost. During the year this — 
investment was reduced by $30,000 as a result of insulation retirements on the 
SS. “Cavelier”. Plant and equipment were written off to operating expenses and 
office furniture and fixtures were transferred to inventories in 1945. q 

Accrued depreciation covers the period from the inception of operations in— 
1929 to 1945. q 

Replacement and insurance funds aggregating $8,001,000 are composed — 
principally of investments in the securities of Dominion, provincial and municipal 
governments together with cash and unsettled claims against underwriters. Theg 
year-end market value of the securities held in these funds exceeded the book — 
figure. 
The replacement fund is maintained for the purpose of providing either for 
vessel replacement or redemption of the outstanding bonds at their maturity. — 
The fund increased $627,00 during the year. ; 

The insurance fund includes the amount set aside for unadjusted loss claims ~ 
at the date of the balance sheet. The risk coverage is exclusive of the Lady ships — 
which were under charter at the end of 1945 to the Dominion government. The 
fund increased $106,000 during the year. 

Current assets exceed current liabilities in the amount of $717,000 equivalent — 
to a working capital ratio of 1-5 to 1. This compares with $959,000 and 1-8 to 1 _ 
respectively in 1944. The working capital position of the Steamships is regulated, — 
broadly, by the depositing of the cash from depreciation in the replacement — 
fund and by the application of the cash from surpluses in reduction of Dominion | 
government loans and any requirements for capital additions and betterments. — 

Discount on capital stock represents the intangible book value set up at the — 
time of incorporation to offset the par value of the 400 shares at $100 each issued 
without. cash or equivalent consideration. ; | 

Capital stock and funded debt remained unchanged in 1945. 4 

Dominion of Canada advances were reduced by $1,033,000 during the year 
as a result of loan repayments to the government out of working capital created — 
by surpluses and out of the replacement fund. . 2 

Unadjusted credits are comprised largely of uncompleted voyage suspense — 
items, miscellaneous accruals and estimated provisions for liabilities the actual 
amounts of which were not determinable at the date of the balance sheet. ; 

Profit and loss covers the period from the inception of operations in 1929 ; 
to 1945. In considering the deficit it is well to remember that interest on advances — 
for deficits has been charged for the entire period. | 

With reference to the contingent liability for steamships pensions, we would 
point out that a funded reserve is provided through the C.N.R. as pension 
contract underwriter against the estimated capital value of contracts in force 
under the 1935 plan but not against pensions conditionally accruing. In this 
connection it should be borne in mind that operating expenses of the Steamships — 
are charged with pension payments to the C.N.R. pension contract fund. The 
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contributions by the Steamships employees presently in service are invested 
through the separately administered pension trust fund under the C.N.R. 1935 
= plan. | 7 
q Where foreign currencies are involved, the accounts of the Steamships are 
stated in Canadian funds converted mainly at the par of exchange. 

The test audit of the Steamships for the year 1945 was similar in scope to 
that of the National System previously outlined in this report. 


_ The Actinc CHAIRMAN: Gentlemen, there were three items of estimates 
_ referred to us. Could we pass those? 
Mr. Nicuotson: Could they not stand until the T.C.A. report is before us? 


‘ Hon. Mr. Cuervrier: No. These are items of the Department of Transport. 
_ They have nothing to do with T.C.A. They were passed, if you remember, 
_ at the end of these sittings last year. There are three small items. I wonder if 
I could just say a word about them? But first might I mention the Hudson 
_ Bay Railway. There is an ordinary capital item. It is covered by vote No. 416, 
and it 1s for $15,500. 

y Mr. JACKMAN: It is an ordinary capital item? You mean it is to make up 
_ the annual deficit? | 

A Hon. Mr. Cuerveter: No. There is another vote for that. The 416 vote is 
_ the one having to do with capital money for construction and improvements. 
- It is a small amount that is voted each year for capital account. This year the 
_ railway wants $15,500. The details of that are set out here. 

P Mr. Jackman: Whereabouts? 

Hon. Mr. Cuevrier: In the book of estimates that I have. They are: 


Capital portion of cost of filling trestle at 


ie, 


OAV RSS ETON SCG a VALE: 12 ly al tae ounieg ae fd Een a nS $14,000 
Engineering and supervision »......0....... 1,000 
$15,000 
Provision for payment for land acquired at 
Churchill, Manitoba, for railway right- 
WHGAEN Agha NORA SUT yO ch ein once inaS 500 
$15,500 


~ Mr. Hazen: Where are you reading from? 

Hon. Mr. Cuevrtier: I am reading details concerning vote 416. 
4 Mr. Nicuotson: Do we require the Canadian National officials here for 
_ this discussion? 
F Hon. Mr. Cuevrter: I do not think so, unless you want to ask some questions 
on the operations of the Hudson Bay Railway. 
a Mr. Nicuo.son: If there are several more items, and as it is almost 6 o’clock, 
_ Iam wondering if we do have to have them. 
The Acting CHAIRMAN: There are just three items referred to us. 
y Mr. Nicuotson: The committee has to meet again the week after next. We 
are not finished with our business. 
- Hon. Mr. Cuevrirr: It has been the practice to finish the railway business. 
It has been the practice to dispose of the railway business, and in the past it has 
been disposed of in a very short time. If you want me to come back to-morrow, 
Iwill. But I would ask the committee to dispose of it tonight, if we ean do so. 
I think we ought to do that. eo 
_. Mr. Hazen: Let us try to do it. 
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Mr. JACKMAN: May I suggest that we at least have tabled a similar state-_ J 
ment to the one which we had last year on the operations of the Hudson Bay q 
Railway. 

Hon. Mr. Cuevetnr: I have it pe and I will file it. 

‘Mr. Jackman: I should like to have a copy myself. 

Hon. Mr. Curvrter: I will see that it is distributed. 4 

Mr. JAckmMAN: Perhaps I can just ask a general question. Is there anything © 
new in the Hudson Bay Railway operations? 4 

Mr. Vaucuan: No, there is not. The railway has to be operated. It is © 
operated with a minimum of service. There is no change in the situation. 

Hon. Mr. Cuervrier: Mr. Jackman, there is a very up-to-date report by Mr. 
Fairweather on the present position of the Hudson Bay Railway, which I would 
be glad to file. . 

Mr. Jackman: You will be asking for a vote for the Hudson Bay Railway — 
of how much? q 

Hon. Mr. Cuevrier: There will be a capital vote o $15,500; and for oper- — 
ations, deficit account, $525,000. 

Mr. Jackman: It will probably mean feces aatn, money after bad, I — 
suppose, } 
Hon. Mr. CHEvriser: Vote 422, Marriage Freight Rates Act, is a statutory — 
item which is paid to the Canadian National Railways by virtue of section 9 of | 
the Maritime Pr eight Rates Act, amounting this year to $3,042,000. 

Mr. Rem: I move it be passed. 

The Actine CHAirMAN: That is carried? 


(Motion agreed to.) ‘ 
Hon. Mr. Curvrier: Vote 423, other companies under the Maritime Freight 


Rates Act, the difference between the tariff tolls and the normal tolls, $900,000. 
Mr. LaCrorx: I move that it he passed. 


(Motion agreed to.) 


Hon. Mr. CHrEvrigr: Vote 469, deficit on Prince Edward Island car mene ; 
$707,000. 


Mr. LaCrorx: I move it be passed. 
(Motion agreed to.) 
Hon. Mr. Cuevrier: Then, if I understand this aright, votes 422, 423 © 

and 469 are approved; but I am to file Mr. Fairweather’s report later on. 
Mr. JAcKMAN: Is that P.E.I. estimate a statutory one? 


Hon. Mr. CuHevriser: No. 


Mr. JAcKMAN: Then on behalf of Mr. MeLure, I think I should object to © 
the passing of that deficit until we get the rates on the ferries adjusted. 
Hon. Mr. Cuerverer: Well, yes. Is my understanding correct? 

Mr. LaCrorx: I so move. 
The Actinc CHatrMAN: Those three items are carried, then. a 
Hon. Mr. Cuevrier: I file now, Mr. Jackman, a statement of the Hudson 4 


Bay Railway covering consolidated income soutane fiscal year 1945-46 and — 
fiscal year 1944-45. It gives you a detailed statement of what you Wish. _ 
(Printed as Appendix ‘C”’.) 


Mr. JAckMAN: Thank you. 


een, eee 
Mr. Hazen: That meent we the Hudson may Ree causes some 


Hon. Mr. Cuevrrer: It certanly anes | | 
oe? Nr. Hazen: It seems to me something will have to be done some of these 
days. * 

a Hon. Mr. Curvrier: I received a note from Mr. Howe a moment ago with 
- reference to Trans-Canada Air Lines. I wonder if it would be agreeable to the 
committee to sit on the 28th of May? That jumps next week. We will meet 
a on Tuesday, the 28th. That I think, follows the suggestion of the committee a 

Ei day or two ago. 


q The committee adjourned at 6.10 p.m. iy meet again on Tuesday, May 
28, 1946. - 
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DEPARTMENT OF TRANSPORT 
Hvupson Bay RAILWAY 


Consolidated Income Account. Fiscal Year 1945-46 and Fiscal Year 1044-45 


RAILWAY OPERATING REVENUES 
Freight .. Pa a iereks 
Passenger .. 

Maal oe 

Express .. 
Telegraphs . } 
AM ‘Other viet eee 


Total Operating Revenues .. .. ... 


RAILWAY OPERATING EXPENSES 


Maintenance of Way and Structures .. 


Maintenance of Equipment .. 
Transportation .. oF 
Miscellaneous Operations Oe 
(renerak GS inti: Aiea 
Total Operating Expenses .. 
Net Operating Revenue 


PASO Ce gs 


Railway Operating Income. 


EQUIPMENT RENTALS 
Hire of Freight Cars—Debit . 
Rent for Locomotives ..... Tae 
Rent for Passenger Train Cars. Pe 
Rent for Work Equipment . 


Total Equipment Rentals .. 
Joint Facility Rents—Credit 


Miscellaneous Rent. Tice Grade Bs ae 


Net Deficit... 24,424 


* Loss. 


Fiscal Year 
1945-46 
Not. Final 
$ 157,472 03 
41,917 04 
2,420' O1 
11,224 06 
15,978 39 
16,275 67 


$ 245,287 20 


$ 364,482 94 
55,908 89 
» 190,944 51 
14,718 83. 
25,345 08 


$ 651,400 26 
$ 406,113 05* 
$ 


409,397 90* 


$ 33,982 90 
34,753 83 
8,022 14 
25,399 12 


$ 102,157 99 


$ 11,780 00 

111,66 
$ 11,891 66 
$ 499,664 23* 


Appendix C 


Fiscal Year 
1944-45 

$ 150,481 22 
42,074 39 
3,654 22 
6,601 50 
21,704 54 
21,013.25 


$ 246,229 12 


$ 396,331- 54 
52,984 96 
216,307 65 
18,943 53 
26,580 54 

$ 711,148 22 
$ 464,919 10* 
$ 3,648 38 


$ 468,603 48* 


$ 31,058 97 
43,965. 25 
4,807 86 
28.178 38 


$ 108,010 46 


$ 11,510 00 
163 92 
$ 11,673 92 


$ 564,940 02* 


PEoORoN BAY RAILWAY. 
RAILWAY OPERATING REVENUES AND EXPENSES 


Fiscal Year MY 
| 1945-46 Fiscal Year hehe 
--Ramway OPERATING REVENUES Not. Final 1944-45 Ag 
er GUN BIN parr oa reese eR Pee ce ore $ 157,472 03 $ 150,481 22 . ‘ 
Passenger .. .. Seabee he mere tie)! swore 41,917 04 42,074 39 
PSMA ce cherie sora Orel se yea el Pek 8 ote of 4s 404 29 447 94 
Sleeping Car .. MO ATT OU Be oy Beh FD pb yy Sees ea ee 3,081 35 
Maibtee i. Pee ete MER seh lacey aphas 2,420: O1 3,654 22 
Be. Railway Express SRS by ated belie oer 11,224 06 6,601 50 
yl Other Passenger-train demir ce wee Yeas 622 17 283 69 
pe Milk, Scien ag WN i Oa 143 40 206 16 
ae Switching .. . AH Dt ea eg A alae lee 90) 00: 600 60 
‘ Dining and buffet .. . ee Mace ATG ey PI on Noy Mas eee, @ 1,238 90 
Restaurants and Boarding Carcete oes 9,553 72 — 11,019 95 
Station, train and boat privileges PR epee 391 30 ; 688 58 
a. Storage-Freight... 2.02.05. 2. sec ee ee 88 54 25 14 
a PORE PAG@ ONS fcr cites ols sil a hs ag eee ase 1 65 131 16 
ae Pelorrapng etn aivide aa vas, gaan! ise 5 15,978 39 21,704 54 
oe =a Power (rs : pe A415 52 541 63 
es, Rents: of buildings and other _ Property 17,795 19 2,319 76 
a Miscellaneous .. .. : 2,769 89 1,128 39 
- 
a Total Operating Revenues... .. ..- $ 245,287 20 $ 246,229 12 
a RAILWAY OPERATING EXPENSES 
1g Maint. of Way and Structures .. .. .. $ 364,482 94 $ 396,331 54 
ae.” Maintenance of aoe = ae Gages Sa a 55,908 89 52,984 96 
ry Transportation .. . eee Te ahi oo 190,944 51 216,307 65 
ie Miscellaneous Operations Pee aL eet citar 14,718 83 18,943 53 
rY General .. .. Ue RC NR TAY Lan. Oe Ig 25,345 08 26,580 54 
Total Operating Expenses .. .. .- $ 651,400 25 °$ 711,148 22 — 
IN OLR ILE VOTO A anc ris si aah oreo a $ 406,113 05* $ 464,919 10* 
% 
t 
d 
8 
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hat footer lage vt iE Lys 


HE POLS ey 


SESSIONAL 


Kive 


Coney 
%; 


is Rae oy i 
OMMITTEE 


The 


HUDSON BAY RAILWAY 


RAILWAY OPERATING EXPENSES 


MAINTENANCE OF WAY AND STRUCTURES 


~ Roadway maintenance 


Superintendence 


eee eee eee eee eee ese eee 


eee eee ee eee ese eens 


Bridges, trestles, and culverts.......... 
Ties 


Rails 


oe ee eee eee eee aes ee ece ese see eceeseenee 


Cr er rd 


Ballast y 
Track laying and surfacing... 00). 4s 
Fences, snowsheds and signs............ 
Station and office buildings............ 


meRoad way (Uisidings, Ce Wee Wen irene 


IW .8 FOr PS tA GIONS aeiio ek coe che ce late eee a y. 
Re Sb aDTONIS see ie lack Galen’ Rian Nee Gaara 


Shops and enginehouses..........0¢..45 


Telegraph and telephone lines.......... 
Signals: &interlockers: siitiweawiele ya's hy 
Roatwayimachiness Weiwyerd ain ewe 
Small tools and supplies.......0..4.... 
Removing snow, ice, and sand.......... 
Insurance 
Stationery and mmnting. cet. Coke san 
Maint. jt-/ tracks, yards; ete, (Dr. .ia") ¢ 
Maint. jt. tracks, yards, ete.,-Cr....0... 
Protective (Services a. Wawel hoe ee 


0" 91 \0 de) 0) 8 Yel ee Verse) ioe pie e@) eke © ete ol ip! s © 16 Je 


Total Maint. of Way & Structures. 


MAINTENANCE OF EQUIPMENT 


* Loss. 


DEPEMMLeNd ence Oc vic hnuae we ue eee ee 
Shop machinery—Repairs.............. 
Power plant machinery—Repairs....... 
Steam locomotives—Repairs............ 
_Freight-train cars—Repairs............ 
Passenger-train cars—Repairs.......... 
Work equipment—Repairs............. 
eter yee Narco vCamagetat a aw eK TUPI ABR MNO NBC > 
Other) expenses. ihe he lew Ca tuds 


Total Maintenance of Equipment... 


Fiscal Year 


1945-46 


Not Final 


$ 32,766 


eeceseve 


oe e eee 


eeoeeee 


$ 364,482 


$ 4,149 


6,827 


eee eee 


$ 55,908 


oes 


a 


Fiseal Year 


1944-45 
$ 30,057 
69,356 
13,361 
39,173 
28 
UIA 80 
24,274 
156,616 
151 
9,253 


$ 3,991 


$ 52,984 


Nit fh ; ( 
Wei * iH mt ive 


Superintendence 
Wapato ise MEP aR US ain cle ie teiease a: so} mca at a, oha 
STOW eI DIOVECS af liens Aly Wea cs a Wiat al sie siete 
Station supplies and expenses.......... 
Yardmasters and yard clerks........... 
Yard conductors and brakemen......... 
Yard switch and signal tenders........ 
NVA PO ORE INEMICT ol Siu Lire cit ta LNG a allele eld ae 
AY ATS WEE tenella atta kis o)ere ols ate wilds 
Water for yard locomotives............ 
Other supplies for yard locomotives..... 


OE eee e500 ws eee. of Je ¢:'e)" er Bhe. 6 )/e> @ 


~ 


Enginehouse expenses—Yard........... : 


Yard supplies and expenses............ 
Operating joint yards and terminals—Dr. 
PAM eT CINCO DN vette ace bow cite lt cree W's 
EEA ITIA De lain wre ope chat Pt a Males, scala ans, b, 
Water for train locomotives............ 
Lubricants for train locomotives........ 
Other supplies for train locomotives.... 
Enginehouse expenses—Train........... 
BRAN INC TLA Welsh) oars Suen asic tat kato ahdia alien sre: 6 
Train supplies and expenses............ 
Operating: sleeping Cars. sie seilels alee 
Draw brid eev Opera rion ei.) 0 Wie wai wis ales 
Naa Leanery ald printing sv) iar sie'a ele ee we 
Gleario hw reclem. ary mihi. Weis lS ait a) 4s 
Loss and damage—Freight............. 
HnjULies ito eb ELSONG dul, Paras gees abe alae 


Total Transportation Rail Line.... 


MISCELLANEOUS OPERATIONS 


Dining and’ buffet service. ....)...5.-.. 
Restaurants and Boarding Cars........ 
Prod uemip powers sold Joi esse lee ae ales 

Total Miscellaneous Operations..... 

GENERAL 

Salaries and expenses of general officers 
Evie LOE GES sheen le cals lala Ueal'gl dud latte aes 
PRETISLOUIS Cerne See hl ager aca ete e areca 

EO Ga Pen Grenve rd Us ere snare sl ah nthe eat ete at's 

* Loss. 
| 
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Fiscal Year 


1945-46 


Not Final 


$ 


21,018 13 
4,261 81 
16,902 54 
7,487 32 


o),6 8) eke) oye «4 
cee ee ews 
ae eyelet enone 
heel ee eee 
eeceeeeene 
eee eee ee 
Spat elisl erie! we: 
eae ee eee 


oe eee ree 


eos ee ee © 


12,000 00 
4 
13,340 58 


25,345 08 


Fiscal Year 


1944-45 


22,037 03 
4,408 60 


ese ee ere 


O49 ee ere al 


eee ee woo 


14,580 54 


26,580 54 
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MINUTES OF PROCEEDINGS 


Room 268, House of Commons, 
Turspay, 28 May, 1946. : 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 11.45 o’clock am. Mr. S. M. 
Clark in the Chair. 


Members present: Messrs. Clark, Bourget, Emmerson, Gibson (Comoz- 
Albern), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Kuhl, Maybank, 
McCulloch (Pictou), Moore, Nicholson, Pouliot, Reid. 15. 

In attendance: (Representing Trans-Canada Air Lines): Mr. H. J. 
Symington, C.M.G., K.C., President; Mr. W. F. English, Winnipeg, Vice- 
President; Mr. T. H. Cooper, Montreal, Comptroller; Mr. W. 8S. Thompson, 
Montreal, Director of Public Relations; (Representing G. A. Touche & Company, 
Auditors for T.C.A.), Mr. O. A. Matthews; (Representing Department of 
Transport): Mr. C. P. Edwards, O.B.E., Deputy Minister of Transport and a 
member of Board of Directors of T.C.A. 


Hon. C. D. Howe, Minister of Reconstruction and Supply, was present and 
took part in the proceedings. 


Mr. Symington read the Annual Report of Trans-Canada Air Lines for the 
calendar year 1945 and was questioned thereon. 


At 1.00 o’clock p.m. the Committee adjourned to meet at 4 o’clock p.m. 


AFTERNOON SESSION 


The Committee resumed at 4 o’clock p.m. 


Members present: Messrs. Clark, Belzile, Bourget, Emmerson Gibson 
(Comox-Alberni), Harkness, Harris (Grey-Bruce), Hazen, Jackman, Kuhl, 
LaCroix, Maybank, McCulloch (Pictow), Moore, Nicholson, Pouliot, Reid. 17. 


In attendance: the same officials as are named above. 
Questioning of Mr. Symington continued. 
On motion of Mr. Emmerson, it was 


Resolved: That the Annual Report of Trans-Canada Air Lines for the 
calendar year 1945, and the Report of the Auditors in connection therewith, be 
adopted. 

@ 4 At 6 o’clock p.m., the Committee adjourned to meet again at the call of the 
p Chair. 7 
sg T. L. McEVOY, 

Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House of Commons, 
May 28, 1946. 


The Sessional Committee on Railways and Shipping met this day at 11.45. 
o'clock a.m. The Chairman, Mr. 8. M. Clark, presided. 


The CuHarrMan: Gentlemen, have you all got copies of the report of Trans- 
Canada Air Lines? In the first place I would like to apologize for my not 
being here for the other meetings, but I just could not make it. I would also 
like to thank Mr. McCulloch for stepping into the breach. I tried to insist 
that he carry on, but he refused. 

I believe, ordinarily, that we ask the head of T.C.A. to read his report. 
Mr. Symington is here, and if that is in order we will have him read his report; 
then we can have some discussion afterwards on the balance sheet and so on. 
Is that O.K.? Come forward, Mr. Symington. 

I might say that this committee was scheduled to meet at 11.30, but the 
Indian Affairs committee were in here earlier and did not finish their business 
on time. Very well, Mr. Symington. 


Mr. H. J. Symington, President, Trans-Canada Air Lines. 


Mr. H. J. Symrneron, (President, Trans-Canada Air Lines,): The Board 
of Directors submit the Annual Report of Trans-Canada Air Lines for the 
calendar year 1945. 

As a wartime air transport operator, T.C.A. served the nation until the 
day of final victory. The rapid transport of domestic passengers, mail and 
express contributed to the co-ordinated effort of Government, essential industry 
and the military forces. 

Trans-Canada Air Lines has emerged from the war with its energies 
undiminished and with a full realization of its peacetime responsibilities as an 
organization of public service both at home and in the field of international 
air transport. 

The Air Line’s transition from war to peace has been accomplished without 
difficulty. Loads have remained heavy, although the more tranquil times have 
brought some reduction in volume of mail. 

In 1945, the number of passengers carried increased by 17% and air express 
volume by 11%, while air mail volume declined by 8% as compared with last 
year. Passenger miles increased by 26% over 1944; air mail pound miles 
decreased 11%, and express pound miles decreased by 4%. Passenger traffic 
was limited only by the capacity of the Air Line’s fleet. 

At December 31, daily scheduled miles totalled 32,354, an increase of 6,090 
miles per day or 23% as compared with December 31, 1944. During the year, 
11,546,227 miles were flown, as compared with 10,034,805 miles in 1944, an 
increase of 1,511,422. 

On February 1, T.C.A. completed a third daily transcontinental flight by 
extending an existing Montreal-Winnipeg operation through to Vancouver. 
On December 1, a beginning was made on a fourth such schedule with the 
inauguration of another flight between Vancouver and Lethbridge. Traffic has 
been nore than sufficient to support these additional services. 

Schedules were doubled on the Alberta inter-city route between Lethbridge, 
Calgary and Edmonton. Third and fourth flights were added coincidentally 
with the February and December increases in transcontinental service. 
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On August 1, the Air Line began a fourth daily flight between Montreal : if 


and Halifax and a second daily flight between Halifax and Sydney. 

The company also increased its operational flexibility by flying an alter- 
native Toronto-Winnipeg route through the United States when weather so 
required. This was the first implementation of the two Air Freedoms of innocent 
passage and non-traffic stops. 


, While operational expansion was on a modest scale during 1945, there | 


was much preparation for the greater progress that is impending. Planning 
reached a new intensity as additional aircraft and manpower became available 
towards the end of the year. Training of new personnel was undertaken by 
all sections of the organization. Careful study was given to matters of such 
basic concern to Canada’s aeronautical well-being as air line communications, 
navigational installations and hangar accommodation. Where action lay beyond 
the jurisdiction of the Air Line, recommendations were made to the appropriate 
authorities. 


RESULT-OF OPERATIONS 
1945 1944 


Operating Revenues ........ eee eee reece rere eee $10,512,587 $ 9,192,622 
Operating Expenses .....+... eee eee eect ee eee eens $10,250,271 $ 8,948,388 

fe $ 262,316 $ 244,134 
Income Charges and Interest on Capital Invested .. Sc 220 D447 |S 0 236, 72D 
SUP DLO re ep oeale 4 dtr g Oe Siw ine 8p bie ele aun blntpr a shee a vadteeat et ane ae $ 32,772 $ 7,409 


Operating revenues totalled $10,512,587, an increase of $1,320,065 or 14 per 
cent over the previous year. Passenger revenues increased $1,006,172 or 23 per 
cent; mail revenues increased $448,544 or 12 per cent; express revenues decreased 
$18,850 or 6 per cent; incidental revenues decreased $119,311 or 21 per cent. 
This latter account reflects the net revenue to the Company (after deducting 
the related expense) of sales and services and other incidental revenues. Pas- 
- senger revenue contributed 52 per cent of total revenue. Mail revenue contri- 

buted 40 per cent of total revenue. The rate of compensation received by the 
Company from the Post Office for the carriage of air mail was 41-98 cents per 
plane mile flown, as compared with 42-03 cents in 1944; 42-90 cents in 1943; 
45-57 cents in 1942; 48-16 cents in 1941 and 60 cents in 1940. 

Operating expenses totalled $10,250,271, an increase of $1,301,883 or 15 per 
cent over the preceding year. Major expenditures involved the Company’s 
extensive development and personnel training activities, the cost of increased 
traffic and services, rising material and labour costs and a heavy program of 
aircraft overhaul. Included in 1945 operating expenses, for example, are costs of 
$489,208, largely for the training of an increased number of flight personnel, 
made necessary by development of the Company’s services. 

After the payment of interest on the Company’s capital, and other income 
charges, amounting to $229,544, the surplus for 1945 was $32,772. 


PROPERTY AND EQUIPMENT 


The Company’s plant and equipment have been well maintained and are in 
good condition. T.C.A.’s fleet underwent a program of major overhaul to assure 
its continued high efficiency of performance. A reorganization of maintenance 
and overhaul practices was begun in anticipation of delivery of other aircraft 
types. 

Flight equipment in service as of December 31, 1945, consisted of:— 

11 Lockheed 14-08 aircraft, equipped with two Pratt and Whitney Twin- 

row Wasp engines, each of 1,200 horse-power. 
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14 Lockheed Lodestar aircraft, equipped with two Pratt and Whitney Twin- 
row Wasp engines, each of 1,200 horse-power. 

3 Douglas DC-3 aircraft, equipped with two Wright Cyclone engines, each 
of 1,200 horse-power. 


Proposed service extensions in Canada and the United States require an 
enlarged twin-engine fleet. Accordingly, the Company in 1945 negotiated for, 
the acquisition of twenty-four military transport versions of the DC-3 aircraft 
and contracted for their conversion in Canada to commercial transport form. 
Three of these had’ been placed in service by the end of the year and the 
remainder will follow in 1946. Each of these aircraft has capacity for twenty- 
one passengers. 

Construction of a T.C.A. forty-passenger aircraft proceeded in the factory 
of Canadair Ltd. at Montreal under close Company supervision. This is a 
major program of Canadian manufacture, intended to provide T.C.A. with the 
best in flight equipment. The airframe design, based on the Douglas DC-4M, 
incorporates important modifications made by T.C.A. engineers to meet Cana- 
dian conditions. Power will be provided by four liquid-cooled Rolls-Royce 
engines of British manufacture. Initial deliveries of this high-speed aircraft are 
anticipated in late 1946. It will fly on international and transcontinental 
services. 

The Company, in 1945, procured more hangar accommodation at Winnipeg, 
its operations headquarters. ' 

Moncton was éstablished as a major aircraft maintenance base. 

Additional space was obtained in the ramp building at La Guardia Airport, 
New York. | 

An experimental radar station was established at Winnipeg for the study 
of radar application to civil air operations. This was the first such project 
undertaken by a commercial air line. 


ROUTES AND SERVICES 


At December 31, 1945, Trans-Canada Air Lines was providing service— 
passenger, air mail and express—over, domestic routes totalling 5,299 miles 
between the Atlantic and Pacific seaboards. This mileage was unchanged from 
1944. The routes operated are as follows:— 


Miles 
Halifax—Victoria (via Moncton and Toronto) ......-.. see eee cece eee 3,303 
ies Pa eV Ie ee ee ans eet Bla bre ahaa Sd Mike ea 6 Grlptara Tae a: oats tells 201 
ET eihat eet PEROT a Pao os aL Eg halicLamry ee ea liase chmialy wal \yev sSphaelleha w/e. ian a} Arsveorwn «te 172 
WY GEC etd IAT); SiN WTO LINDO LTC belay oaks aie) e wile Wd annie wapaleceleca loss =lnua sas 751 
Ns teat TEC OT OTE: ee een anal ch hacia’ Gatacale Bl elare al Seat brwasS aoe a leo eh ahd) ole, ae 365 
ATP ED 11s VL TUCLS Tice ee SC em LTR a Le eee amt gn eis g at an le a [alain dtiottey oat at anh 206 
ech ori ire MCA OTba TOP ius ha siecle cline evades pli i tiinnel sree Saptan es hs) Pele mS a ea ella laa ahh 301 

5,299 


Passenger Service 
Revenue passengers carried by Trans-Canada Air Lines numbered 183,121 


in 1945, as compared with 156,884 in 1944, an increase of 26,237 or 17, per, cent. 


The average passenger journey was 579 miles, as compared with 5388 miles in 
1944. Passenger revenue per revenue passenger was $29.83 and per revenue 
passenger mile 5-15 cents, as compared with $28.41 and 5:28 cents respectively 
in 1944. | 
Air Mail Service 
During the year, 3,429,232 pounds of mail were carried, as compared with 
3,739,105 pounds in 1944. Mail revenue per plane mile on domestic services was 
41-98 cents, as compared with 42-03 cents in 1944. 
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Aw Hapress Service | : ie 

Air express traffic continued its steady growth during 1945 and, as industrial — 
reconversion proceeds, this trend is expected to continue. Pounds of air express _ 
increased from 856,016 in 1944 to 950,323 in 1945, but the average haul was 
-shorter. 


Airway Facilities ) 
Although labour and materials remained in short supply during 1945, the. 
Department of Transport continued its improvement of. the runways, field 
facilities, airport lighting and navigational aids necessary for the growth of 
civil aviation in Canada. 4 


PERSONNEL 


Trans-Canada Air Lines’ staff at December 31, 1945, numbered 3,272, as 
compared with 2,790 at the end of 1944. In engaging new personnel, it is the 
policy of the Company to employ only those who have seen military service. 
At the end of the year the number of employees who had served with the Armed 
Forces was 1,161. 

Instruction of former R.C.A.F. pilots in the techniques of ‘civil air transport 
was accelerated during the year. Eight classes were completed, comprising 
seventy-six men. The quality of these pilots is high and their acquisition, 
together with the supply od new aircraft, is rapidly making service extensions 
possible. ge 

Training was similarly given to new radio operator, passenger agent and 
traffic personnel. The return of former male staff was reflected in a further 
decline in the proportion of female employees. At December 31, women 
comprised 23% of all T.C.A. personnel, as compared with 29% in 1944 and 
35% in 1943. 


SPECIAL ACTIVITIES 


Canadian Government Trans-Atlantic Air Service 

Throughout the year, Trans-Canada Air Lines continued operation of the 
Canadian Government Trans-Atlantic Air Service. Organized in 1943 for the 
swift transport of mail to and from Canada’s Armed Forces Overseas and of 
priority passengers and freight, the Service performed these functions until — 
war’s end and then into the peace. Its nature remained ‘an official one, with 
limited passenger capacity being largely reserved for those persons travelling 
on missions of national importance. Approximately 900,000 pounds of mail 
were transported during the year. Ownership of the Trans-Atlantic fleet still 
rested with the Canadian Government. | 

However, by the close of 1945, evolution towards a full commercial operation 
was well advanced, with the Service losing some of its specialized identity. _ 
Passenger tickets were being sold in conformity with prevailing rates. A ticket 
office had been opened in London, England. T.C.A. pursor-stewards were 
catering to passenger comfort over the Atlantic. A trans-Atlantic air express 
service had been inaugurated. The functions of piloting, aircraft maintenance, 
communications, flight control and navigation had been facilitated by the assign- 
ment of increased numbers of experienced T.C.A. personnel. Very high frequency 
ground radio installations for trans-Atlantic purposes had been completed in — 
Eastern Canada and in Newfoundland. Loran, a modern navigational device, 
was employed for the first time by a non-military air service. Four more 
Lancaster aircraft were added to the trans-Atlantic fleet, bringing the 
complement to six. Of Canadian manufacture, they were built to Company’s 
specifications and will shortly be utilized in schedule increases. Each of these — 
aircraft has comfortable accommodation for ten passengers. This is sufficient — 
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for the maintenance of an interim trans-Atlantic passenger service, pending 
delivery, late in 1946, of the first Canadian-built DC-4 M’s. At that time, the 
Service is expected to assume full commercial form. i 

The route flown is one of approximately 3,000 miles between Montreal and 


‘s Prestwick, Scotland. Trans-Canada Air Lines personnel had, at December 31, 


a ae ee oe 
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1945, completed over five hundred trans-Atlantic crossings. 


Work for British Overseas Airways 

At Montreal, the Company’s maintenance, servicing and conversion of the 
Liberator aircraft used by British Overseas Airways Corporation on the North 
Atlantic Return Ferry Service continued unabated. There were 780 employees 
engaged in this work at the year’s end, as compared with 523 at December 31, 
1944. The experience gained by this large staff will be of value in the future 
development of trans-oceanic operations. 


Overhaul of Military Equipment 

The contract with the Department of Munitions and Supply for the overhaul 
of military equipment at Winnipeg was completed early in 1945. For three 
years a large volume of R.C.A.F. engines, propellors, instruments and accessories 
passed through T.C.A.’s shops. 


International Negotiations 


T.C.A. personnel participated in the various international councils that, in 
1945, sought to chart a constructive future for world aviation. As members 
of the various committees of the Provisional International Civil Aviation 
Organization and of the International Air Transport Association, they acquired 
a knowledge of the wider significance of air transport that will be of value in the 
healthy growth of T.C.A. No other air line in the world made a greater con- 


‘tribution to these international discussions. An indication of the high repute 


in which Canadian aviation is held throughout the world was seen in the choice 
of Canada as the temporary headquarters of both P.I.C.A.O. and LA.T.A. 


PROPOSED SERVICES 


The Company is entering on a year of rapid expansion. The route mileage 
will probably be increased by at least 67 per cent in this one year and the 
establishment of the many new routes and frequencies will entail large expendi- 
tures for equipment and training of personnel. It may be that until patronage 


of these new services is built up over the next few years the Company will 


experience a difficult financial period. ? 

Plans for new domestic services include: establishment in the spring of 
1946 of a fourth daily transcontinental schedule; an operation between Winnipeg 
and Edmonton via Saskatoon as soon as airport facilities are adequate at the 
latter city; a shortened transcontinental service across the Great Lakes when air- 
port and airway facilities are available; operations along the lower St. Lawrence, 
and direct flight between Edmonton and Vancouver. Other projected services 
are between Halifax and Boston and: Port Arthur and Duluth. 

It is anticipated that service over the Toronto-Chicago, Toronto-Cleveland 
and Victoria-Seattle routes will commence in 1946. The established Trans- 
Atlantic Service will assume full commercial identity and, with delivery of 
DC 4M aircraft, undertake large-scale operations. Scheduled service to the 
West Indies, South America and via the Pacifie will follow in due course. 


LEGISLATION - 


The Directors call attention to the fact that the legislation passed at the 
fall session of Parliament is a basic change in the structure of Trans-Canada 
Air Lines. Under the previous legislation, the postal rate varied with the 
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operating results of the Company, with a consequent large measure of control in . 
the Post Office Department over the frequencies and times of operation. This | 


method, while desirable during the early years of the Company, had become 
unsuited to the times if much-demanded expansions were to be made. Accord- 
ingly, a firm contract is to be made with the Post Office Department for carrying 
mail on a pound mile basis instead of on a mileage basis, removing on one hand 
the necessity of Post Office control of operations and on the other hand, removing 
the protection against deficits through increased mail rates. Only in this way 
could the Company properly direct its operations and expand in order to obtain 
the fullest measure of non-mail revenue and give a maximum of service to the 
users of the line. 


TAOS TARE 


The Directors wish to record their appreciation of the loyal and efficient 
services of the officers and employees of the Company who, through their efforts, 
have earned for Trans-Canada Air Lines so creditable a reputation in the air 
transport industry. Their skill and enterprise, which enabled the Air Line to 
render high public service in time of war, are indicative of what may be expected 
in the future. 


In the war now happily closed many of the Company’s employees enlisted , 


with the Armed Forces. They served with valour, bringing honour to them- 
selves and their country, and the Directors record the Company’s pride in their 
achievements and sacrifices. To the families of those who will not return they 
extend their deepest sympathy. 

The Cuairman: Gentlemen, I think ordinarily we have a general discussion 
before we go on to the financial statement. I would like to point out to this 
committee that the Hon. Mr. Howe and Mr. Symington have appointments 
tomorrow afternoon. As you know, there is an international conference at 
Montreal and while there will be no method used to curtail any discussion, yet, 
if we could complete our meetings so that these men and their staffs could get 
away, I know it would be appreciated. 

Mr, JAcKMAN: You mean, get away today, Mr. Chairman? 

The CuarrMAN: To-day, or by to-morrow noon. 

Hon. Mr. Hown: Tomorrow noon would be quite all right. 

The Cuatrman: I do not want to curtail discussion, but with this air con- 
ference on they would like to get away, if possible. 

Mr. Jackman: They are always busy people; we quite realize that. I wonder 
if Mr. Symington would like to say anything to us about the conference at 


Montreal, about the fifth freedom, and the decisions there having a general bear- | 


ing on the policy of T.C.A.? 


Mr. Symincton: No decisions have been reached as yet. They are sitting — 


in committees discussing various matters which will go back to the plenary 
session, the first plenary session being on Wednesday. There are the usual 
difficulties as at all international gatherings. Local and national ambitions, 
naturally play a part. You have a situation where one country in the world 
is so much more able to give air services than any other country, that in certain 
sections there is a tendency to fear domination by that country, and they 
naturally want protective clauses granting the fifth freedom. 

The assembly did not go on record very definitely that they are in 
favour of, and consider a necessity, the adoption of multi-lateral conventions, 
which have been causing a great commotion, including the fifth freedom, subject 


to proper protection to the smaller lines of the various countries. It is around — 


that phrase and that result of what is proper protection, that the result will 
depend, Whether the result will be reached at this conference or at the next 
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conference I am quite unable to say; but I doubt, in view of the many great 


questions involved and the many difficulties whether we will reach final con- 


- ventions this year. But there will be displayed on the floor of the conference 


what the various nations consider to be the safeguards in order to achieve a 
multi-lateral convention. 
The situation is almost identical with what it was at Chicago, where we 


tried for seven weeks, with as much ingenuity as we had, to suggest this solution 


or that solution. We got very close, but not quite there. We are doing the 
same thing here, and whether we will be successful or not, we certainly will be 
succesful in making progress; but whether we will achieve it, remains to be seen. 
Mr. JAcCKMAN: Is Russia a member? 
Mr. Symineron: Russia is not a member, no. 
Mr. JAcKMAN: May I ask, without requesting you to give away Canada’s 
hand: just what it is that we want for the development of air policy in Canada? 
Mr. Symincton: We are taking the position that we want nothing. Really, 
we consider ourselves the giver rather than the taker. We are quite content to 


have the full fifth freedom, provided there be an international body having 


power to check abuses and decide differences of opinion, and decide whether 
the fifth freedom should be limited in various circumstances. It is a little 
difficult to explain, perhaps, the whole situation; but the third and fourth free- 
doms are the traffic originating in countries through which a world route runs. 

Naturally, each country, particularly the smaller countries in Europe, con- 
sider that they require the great bulk of the originating traffic in their own 
country. Once you introduce the fifth freedom which gives through lines the 
right to pick up, and thus decrease what is known as the third and fourth free- 
dom traffic in those smaller countries, they naturally fear that the through line 


! will dominate because of their money, their better planes and their better 


organization. 

Naturally, as we put it, any policy which destroys or tends to destroy a 
national air line of any country is going to fail. Therefore, those who get the 
fifth freedom rights must recognize that principle and put in proper safeguards 
for the protection of national lines of those countries. 

Mr. Pouuior: What is it that vou said about freedoms? 


Mr. SymincTon: Well, the original start of freedoms, Mr. Pouliot, was 


| that there were two freedoms; first, the right to fly over a country but not to 


land, but just to fly over its air. 
Freedom two was the right to land in order to take on gas or for measures 
of safety, but with no commercial or traffic right. .They could not pick up or 


put down passengers. 


Now, at Chicago, Canada got the third and fourth freedoms which meant 
this: let us say, a passenger gets on a Trans-Canada plane in Canada and he 
flies to Britain and on to the continent. We can take passengers from our own 
country to Britain as well as take them to their ultimate destination, say France. 
That is the third freedom. 


Mr. Povuuior: Or to any other country? 


Mr. Symincton: Or to any other country, yes. Then, coming back to the 
fourth freedom, that would be that our plane could pick up passengers in 
Britain and bring them back to Canada. You could take on passengers origin- 
ating in your own country, or coming to your country, but you could not take 
passengers between countries. 

Now, the fifth freedom means, if it goes in, that our lines could run, let us 
say, from Canada to Rome. We could land at Great Britain and pick up 
passengers in Great Britain and take them to Paris, and pick up passengers 


q from Great Britain and take them to Prague and to Rome, and so on. 
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Mr. Pouuior: That would be the full Preedcca 


Mr. Syminoton: There is still more than that; but the result of that is “thats a 
the French line, for instance, would say: but you are going to feed your line 4 
out of the passengers that we would ordinarily carry between France and Prague, _ 
and we must have that traffic in order to allow our national air lines to operate. — 
Czechoslovakia would say the same thing. Now, the question which arises is: _ 
how much restriction on the rate of that intermediate traffic can be put in — 
order to get these countries to sign the right to pick up, at all? 


Mr. Pouutor: It is a most difficult matter? 


Mr. Syminaton: Yes, it is a most difficult matter; but on the other hand, 
you can see the desirability of bringing people closer ‘together throughout the DE 
world. You start off with a full load from Canada, let us say; half of ‘that load = 
get off at Britain; another quarter of the load will get off at Paris, and you ~ 
arrive with an empty plane. You cannot operate commercially that way, 
because it would be too expensive; so you have to find a reasonable meeting _ 
between those two difficulties. x. 


Mr. Maysanx: What is the nature of the safeguards that such nations as 
you mentioned, the smaller nations, propose? 2 


Mr. Symineton: There have been many propositions; the last one, or tie: q 
one now being considered, is the right of those nations to compel the through 
route to charge a rate differential between two adjoining countries so as to — 
give them some advantage in price as opposed to the big planes and the highly 4 
developed service. : 


Mr. Maypanx: That would be, say, a through route operator picking up 4 
at an intermediate point and carrying to another intermediate point? a 


Mr. Symineton: Yes just between the two countries. 


Mr. Mayspanx: But picking up at an intermediate point, he would ve 
required to charge a higher rate than the local rate would be. 


Mr. Symineron: If the local countries so elect. It is a permissive thing. 
This is only one method which is being considered. It is being objected to © 
very strongly by the United States. . 

I. would say, for instance, if I were running from here to Paris, and my rate 
was $375 through, that is all right; but if I picked up a passenger in London 
to go to Paris, and say the London fare was £5 for their local lines, they might 
insist that I charge £6 or as much as 5 or 10 per cent more in or der to preserve | 
to them a certain percentage of their own traffic. That is one test. That — 
naturally raises the question of rates and there are many questions, you see. 
There have been many other solutions. 


Mr. Mayspanxk: One of the sort of safeguards they wish to introduce. 


Mr. Harris: Would it affect the rates of a man transporting from this — 
country? | a 


Mr. Symineton: No. 


Mr. Poutsor: Would the American rate between New York and Paris or _ 
England be the same as the Canadian rate? ; 


Mr, Symineton: Practically the same, yes. 


Mr. Maysank: Would it not tend, if you adopted that sort of thing, to ~ 
change the rate from here to Paris. Pa 
Mr. Symrneron: No; your through rates are fixed, you see. Your through © , 
rate will be fixed. 


_ Mr. Maypank: But will they not be fixed, taking into consideration that — 
disability under which you would labour? 


concerned; it would be purely to prevent too much filling up, as opposed to the 
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Mr. Symineton: No, I do not think they would, as far as competition is 


old theory that your capacity should be based upon your requirements to your 


- ultimate point of destination. 


Mr. Nicuotson: But you will be obliged to charge a higher rate to Paris? 
Mr. Symineron: No. The suggestion is: that, if England—which would 


not do it—or any of the countries want to do it, they can say to the international 


people: we want a through line to charge from 5 to 10: per cent more—whatever 


the limit be adopted; it is not set and compulsory. This provision would be 


made as a similar suggestion to the imposition of that freight rate differential, 
‘disclosed in practice with the local lines. Does it hurt the through line? Then 
they can make their complaints to the international council who can look into 
it and they have the right to say: it is not necessary in this case. 


Mr. Rei: If the principle were adopted, would the same thing apply to 


P. _ planes flying from California to Alaska and dropping down in British Columbia? 


a 


cn 


Mr. Symineron: Yes, it would apply to every international route. Canada 


a could say, in that case, if a plane flew from California to British Columbia 


to Alaska: we are eiving services on that route and it is not a very densely 
populated route. If you want to pick up our passengers you must charge 5 per 


_ cent more than the Canadian line on that route. But I am not suggesting for 
- a moment that that is the test which will be applied. I was just asked for an 


example of what was meant, and I am not suggesting that that will be the 
test. 


Mr. Jackman: I suppose this fifth freedom will give some of the smaller 


countries which are air conscious—take for example, Sweden—a chance to 


become a great air transport country? 
Mr. SyminetTon: Sweden, being at the perimeter and not at the middle, 


_ might benefit; but it might mean, also, that countries of smaller population 


are really, to some extent, living off other people’s traffic. 
Mr. JAcKMAN: But on a competitive basis, the rate structure is entirely 


in the hands of the international body? 


Mr. Symineton: The present idea is that the operators fix their rates and 
_ that they be approved by P.I.C.A.O. Any state can object to the rates as being 
~ unreasonably high or unreasonably low. 

_ Mr. Jackman: But only as to international rates? 

Mr. Symineton: Only as to international rates. 

Mr. JAcKMAN: For instance, if the United States were to subsidize trans- 
continental lines, we would have no control over their rates; 1t would not prevent 
Canadian people going to New York and flying from New York to California 
and there taking a train up to Vancouver? 

Mr. Syminecton: There is no theory that I know of where any country 
could interfere with the domestic policies of another country. 

Mr. Jackman: Are many of those lines owned by the various countries 


~ concerned, or are we about the only one? 


Mr. Syminoron: I think the United States is about the only one that is not. 


Mr. Mayspank: It is definitely settled, is it, that all international rates are 
to be approved by the international board. 


Mr. Symincton: That will be part of the permanent multi-lateral, per- 
manent convention that we are endeavouring to secure.. 


Mr. Mayank: There is pretty sound agreement on that point? 


Mr. Symineton: I cannot answer for them all, but for the vast majority 
I would say, yes. 


& 
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Mr. Rem: The fact that United States planes might be ested would if 
have a bearing upon their acquiescence or acceptance of a lower rate? a 


Mr. Symincton: I suppose so. We are trying, in the convention, irvine 
very hard to avoid subsidies; and all international operations must be kept, 7a 
separate, and the figures faves all be filed with the international authorities so P 
that they can see what subsidies there are, what they are actually, whether — 
the rates are justified, or too low; and you cannot subsidize for the purpose _ 
of interfering with or obstructing competition. The information will all be 
passed to the international authorities in order that they may deal with — 
abusive practices of that kind. 


The CHatrMAN: Are there any other questions? 


Mr. Hazen: Speaking about rates: I understand that the cost of trans- 
portation from Vancouver to Victoria is $5; and that until recently—I do not 
know the date—you could get a return ticket for $7.50; but that recently— 
I do not know just how long ago—the return rate was fixed so that you had to 
pay the full fare of $10. I am informed also, that if a I got a ticket, if I bought 
a return ticket from Montreal to Victoria, I would get a reduced rate as far 
as Vancouver but I would have to pay the full rate from Vancouver to Victoria. 
And the people in Victoria, I am informed, regard this as being a discrimination. 

I am informed, also, that the air distance both ways from Victoria to 
Vancouver is about 50 miles, and the return ticket costs $10; while the air 
distance from Winnipeg to Regina is about 300 miles, yet the return ticket is 
$16. Now, there seems to be a discrimination in rates there as well. Could you 
tell me why the rate, the return rate from Vancouver to Victoria was increased 
from $7.50 to $10? And could you tell me why there is no reduction as in the 
other cases? 


Mr. Symineton: I can tell you the whole story without any difficulty and 
it is one which I may say I objected to, but there it is. 

Your statement or your information is wrong with respect to buying a 
ticket to Victoria. You pay the same mileage rate as you would if you bought 
to Vancouver. But if you go from Vancouver to Victoria, you would then have 
to pay a higher rate from Vancouver to Victoria, for that portion of the journey. 
The problem arose this way: the Canadian Pacific Air Lines, or their predeces- — 
sors, had been running a boat service, a flying boat service between Vancouver 
and Victoria and had been charging—if my memory serves me right—about 
11 cents a mile. But when Trans-Canada came into the picture, it was in a 
position to run to Victoria. They were flying land planes and landed at Patricia 
Bay, some distance north of Victoria, and they charged exactly the same 
mileage rate between Vancouver and Victoria as they did between any other 
points in Canada. 

Then, the Canadian Pacific Air Lines discovered that equipment difficulties 
existed, and that the water was spoiling their planes, and there was erosion and 
so on, and that they had to change over to land planes. They produced 
evidence to the Air Transport Board that they could not afford to run that 
service at the 5 cent rate or the 5-29 cent rate that T.C.A. was running it for, 
and so they applied to fix the rate from Vancouver to Victoria at a rate which 
gave them a fair profit, or ‘at least a reasonable profit. So then the question 
arose, naturally: can we survive or are we to be allowed—are T.C.A. to be 
allowed—to charge a less local rate than we are; and it is destroying our busi- 
ness, and we do not think that is fair. When they were in that position, that is, 
Canadian Pacific Air Lines, they go before the Transport Board and the Trans- 
port board go into it and say: it cannot be run at the Trans-Canada rate, and 
therefore it must be raised, and Trans- See on the local business, must also 3 
raise it. That is the story. 
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Mr, Gipson: But you were not prepared to give an adequate service 


between Victoria and Vancouver? 


Mr. Syminaton: We were not prepared to run all our flights at that time; 
we naturally could not give them 10 or 11 flights a day that the Canadian Pacific 
Air Lines could; we could give them 4 a day. Naturally, I do not like to see 
any differences in mileage rates throughout Canada. Personally, I think I 
have been through too much of that kind of thing in other directions. 

Mr. Grsson: After all, the cost of selling a ticket and the cost of servicing 
back and forth from the airport would mean something? 

Mr. Symineton: That is exactly what the Air Transport Board found; 
they found that we, who were running over all, could do it, but that the local 
line could not. 

Mr. Hazen: The Air Transport Board made this finding, you say? 

Mr. SYMINGTON: Yes. 

Mr. Hazen: Under what Act does that board come? 

Mr. Symineton: The Aeronautics Act, 

Mr. Hazen: The Aeronautics Act; but it was taken away from the Air 
Transport Board? 

Mr. Nicuoutson: Was there not a period when you were not allowed to carry 
local passengers between Vancouver and Victoria? 

Mr. SymMineton: Yes, but we got over that difficulty. 

Mr. NicHotson: How long have you been allowed to sell local tickets 
between Vancouver and Victoria? 

Mr. Symineton: I think this is the second or third year now. 

Hon. Mr. Howe: There is quite a principle involved there, Mr. Gibson. 
To put one’s finger on the crux of the situation: there is a creat amount of 
traffic between Vancouver and Victoria and the Canadian Pacific Air Lines ran 


-11 fights a day; but Trans-Canada was not in a position to run more than 


4 flights a day, and all the seats, however, were not available for local traffic. 
It was not felt to be desirable that Trans-Canada should, with its earnings made 
over a 5,000 miles of operation, put the Canadian Pacific Air Lines out of 


_ business by quoting a rate which would not have permitted Canadian Pacific 


Air Lines to function. There is no doubt that the service required a greater 
frequency of planes there, and it seemed to the Air Transport Board—at least 
in my own judgment—that T.C.A. should not do anything to destroy a service 
like that unless it could put on a service to replace it. The same situation arises 
in the Halifax to Boston run. The Maritime Central Air Lines operates between 
Yarmouth and Halifax. It is desirable, in the interests of public service, 
probably, that T.C.A. will put in a stop at Yarmouth to pick up passengers for 
Boston, and naturally they wish to carry passengers between Halifax and 
Yarmouth. The question will arise: can they put in for a rate of 5 cents in a 
position where the Maritime Central rate is perhaps double that amount, which 
rate 1s perhaps quite correct for a short service. The ruling will probably be 
the same: that T.C.A. must not charge a rate which would be hurtful to the 
local run. | 

Mr. Hazen: Might I bring up another matter now. I would like to ask the 
President of T.C.A. what is the present position in regard to the proposed Clover 
Valley air field that was to be developed to serve the city of Saint John and 
vicinity? I would like to point out that on March 30th, I think it was, 1943, 
when ‘this committee was sitting, the honourable Mr. Howe said: that if we, 
the T.C.A., can get a suitable airport within 20 miles of Saint John, I assure 
vou we will go in. 

Now, the city of Saint John employed a gentleman, whom I understand 
was a noted United States airport authority, named Harvey F. Law, to look over 
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the situation. Mr. Law went down there and he looked it over and he recom- 
mended as a suitable site a place called Clover Valley, situated on the main 
~ highway within 10 miles of Saint John. ‘ } 

In the next year, 1944, as a result of representations made by Mr. Howe, 
the municipality of Saint John went ahead with the Clover Valley air field 
project. It obtained the necessary legislation from the legislature of the province 
of New Brunswick and it acquired the land, and it spent about $100,000 or over 
$100,000 in acquiring the land, and for other services; and it also committed itself 
to another $50,000 or more in connection with this project. 

On July 8rd of last year, the county secretary of the municipality of Saint 
John wrote to Ottawa advising that all the land required had been obtained, 
and that it was now in order for the departmental engineer to start work. 
In reply to that letter, the county secretary received a letter from Mr. A. D. 
Mclean, Controller of Civilian Aviation, dated July 18, 1945. In that letter 
Mr. McLean said: that due to the lateness of the season, it is unlikely that it 
will be possible to undertake any heavy construction work on the project 
this year, but that an attempt will be made, however, to start clearing and 
to undertake such work as will be necessary in order to enable construction 
work to be started immediately in the spring of 1946. 

Now, no clearing or other work was done in 1945. In January of this year, 
on January 25th of this year, a delegation representing this municipal airport 
committee from Saint John came to Ottawa and, accompanied by the honour- 
able H. F. G. Bridges, the Minister of Fisheries, met the honourable Mr. Howe 
and some of his officials. The purpose of the visit, as I understand it, was to 
learn when construction work would begin and also what the next step by the 
municipality should be and the next step by the Dominion government. 

The delegation, I am informed, was told: that an answer to the questions 
they asked would be furnished to them within three or four weeks. And a few 
weeks later, or a short time later, the committee received from Ottawa word 
that the site was not available because weather conditions were unsuitable. 

I would point out that in 1944 and 1945—perhaps to go back as far as 
1943—nothing was ever said about weather conditions; and, as I read the 
correspondence, the municipality was given the green light sign to go ahead. 

The mayor of the city of Saint John said in his report to the municipal 
council, in February of last year, that the project was approved in August, 
1945, by the heads of civil aviation in Canada. The committee of the muni- 
cipality that had this matter in hand, I am informed, requested the data about 
the weather conditions. They claim that the site is a suitable one, and they 
have the support of Mr. Harvey F. Law, in their contentions. What I would 
like to know is: what is the present position of affairs? Are further investiga- 
tions as to weather conditions to be carried on, or is the matter a closed book, 
so far as the government is concerned? That is, I think, the real sum and 
substance of what I would like to find out. Has the whole thing been killed? 
Does the municipality have to face the fact that it has gone to this extent, so 
far as T.C.A. is concerned? 


Mr. Symineton: I am here as operating head of T.C.A. I know nothing 
about what you just said, about the remarks you just made. I could not answer 
you at all. All that I do is to run the air fields that are provided, and I know 
nothing about it, Mr. Hazen; I know nothing about it at all. You will have 
to go to the government. 7 | 

Mr. Hazen: Well, here I am. Maybe the Hon. Mr. Howe would care to 
say something on the matter? 

Hon. Mr. Howe: Yes. It is rather unfortunate, that story about the city 
of Saint John, as you said, employing an engineer to lay out an airport, to 
choose a site and lay it out for an airport. The plans of the project were 
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approved, but nothing was said about weather at that time. And on the 
_ strength of the approval of the officers, I told Saint John to go ahead and 
_ acquire the land, In the meantime, the meteorological department lost no time 
in stationing two men at the airport to study the weather; and when the delega- 
_ tion came to Ottawa to discuss the commencement of operations, these weather 
reports were all in, reports covering, I think a year of observation. They 


showed that the weather would permit use of the air field only to a very limited 
extent. It was very subject to ground fogs, and on certain days the airport 
would not be usable by T.C.A. planes. The ratio of operation was far worse 
than anything we had on the line, and it seemed to me to be folly to undertake 
construction of an airport with weather reports on hand of that type. 

On behalf of the government, I accept full responsibility for having 
instructed the city to go ahead and acquire the land, and I undertook that the 
government would bear any loss that might arise, if the land is disposed of. 
I imagine the loss would not be serious, in view of the present real estate 
market. But, if there be a loss, the federal government will make it good to 
those who suffered such a loss. 

The city was not satisfied to accept our report, so the department agreed 
to carry on a further study. But, if the report of the next year shows no 


improvement in the weather situation as far as the use of the field is concerned, 
I would say that the city of Saint John, which would be responsible for the cost 
of operation, would be foolish to go ahead with the project. 
| Mr. Hazen: Who carried on those investigations, or are they being carried 
on now? 

Hon. Mr. Howe: I cannot tell you the actual names of the people, but I 
could get them if I had my notes. 

Mr. Hazen: Who is doing that work? 


Hon. Mr. Howe: The Meteorological Service of Canada. 

Mr. Hazen: And they report to whom? 

Hon. Mr. Howe: They report to the director of the service in Toronto, and 
he, in turn, reports to the deputy minister of Transport, who, in turn, reports 
to me. 

Mr. Hazen: And they are now carrying on an investigation that will extend 
over a year? i 

Hon. Mr. Howe: The investigation that was reported upon had extended 


over a year; but they are now continuing an investigation; they are giving it 


a two-year study rather than a single-year study. 

Mr. Hazen: Was the municipality of Saint John furnished with a copy of 
that report? | 

Hon. Mr. Howe: I cannot say, but I will be glad to find out for you. 
I have no doubt that the director of civil aviation would furnish them with 


‘ a copy of the report. . 


Mr. Hazen: Thank you? 
Mr. Harris: With respect to the Vancouver-Victoria run, how many times 


in the past has the board decided similarly? Every time that T.C.A. is given 


an opportunity to run in competition with another line, is the rate set on the 
basis of the rates established by the local run? 


Hon. Mr. Howe: I would say yes. This is the first occasion that the 


 T.C.A. has come into direct competition with a well established line, over the 
years, giving the necessary service; and I think ‘a reasonable interpretation of 
_ the air regulations would indicate that a local service should be protected just 
as Mr. Symington suggested be international services. 
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If there be an international service between two points—take for example — 
the service between Montreal and New York—if there were complete freedom — 
on the part of any one to poach on that line, it is conceivable that there would 
be so many international flights operating on that line that the local service — 
would be put out of business, which would be very unfortunate for the people ol 
of Montreal, should the Trans-Atlantic service stop operations. Aa 

Mr. Rew: What percentage of traffic would be carried on planes between a 
Victoria and Vancouver whose destination would be Vancouver compared to — 
those getting on the planes at Victoria and heading east? | 

Mr. Symincron: I could not tell you that; perhaps Mr. English could tell 
us. I cannot give you the percentage but it would be quite a lot. 

Mr. Grisson: I understand that you used to sell tickets from Lethbridge and 
give a rebate? 

Mr. Symincron: Yes, we used to sell tickets from Lethbridge and give a q 
rebate, but that was before we were able to carry on there at all. | q 

Mr. EncuisH: We carry an average of 60 per cent. occupancy on the ~ 
Vancouver-Victoria service. Our planes are 60 per cent filled; and of that 60 
per cent, approximately 25 per cent is through trafhic. 

Mr. Rew: In other words, you are adding to your revenue by picking up — 
local traffic? ee 

Mr. ENGLISH: Yes. | 

Mr. Rew: I know that most bus lines running between the United States 
and Canada will not pick up local traffic because they are through bus lines? 

Mr. Symineton: Well, they are not allowed to do so, Mr. Reid. 


Mr. Harris: I do not want to rush things at all: I am only concerned with — 
one sentence in this report under the heading of “proposed services”, where you ~ 
say :— ] 

It may be that until patronage of these new services is built up — 
over the next few years the company will experience a difficult financial — 
period. 


Mr. Syminaton: I thought it well to call the attention of the committee — 
to that fact: Iam hopeful that it is pessimistic and I think it is pessimistic; but 
after all, you must remember that we have been starved and the people of Canada 
have been starved for air transportation because of the fact that we did not have, 
and just could not get, either the planes or the personnel or the ground facilities. 
And when you undertake to do something, to make up for a past shortage, and _ 
when you have to act very quickly—if you wanted the planes at all—I bought — 
these 21 planes—really 24 planes—all in one gulp, because we had to take them ~ 
so or not get them at all. Everybody in the world was after them: and they — 
have got to be used. And we trained personnel; we spent over $1,000,000 in — 
training personnel and they have to be used. ee 

Now, as to how quickly the people will want to travel, I do not know. We — 
are going to put on these services; we have got the planes, and we have got the — 
personnel to run them. Now, it may be, that for three months or six months— q 
it will take us a while to fill up that capacity, in which case, of course, the 
financial side may be difficult. That is all. 

Mr. Harris: You have got the money to buy the planes. 


Mr. Symincton: Oh yes, we are in a very good position, as you will see, — 
if you will look at the diagram on page 11. Remember that up to this stage — 
and up to all that increased equipment, we never increased our capital, and we — 
haye still got all our old planes. We have done pretty well and in addition, we ~ ‘ 
have got $1,500,000 in cash and we have got an insurance fund of $1,200,000; 
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> end we have got a pension fund of $1,000,000 or more than $1,000,000; and we 
have paid 5 per cent on the money all that time it has been in T.C.A. I may 
tell you that foreign air lines wonder how we do it. 


Mr. McCuuttocu: Can a passenger go from Montreal to Vancouver via 
New York cheaper than he could from Montreal to Vancouver? 

Mr. Symincton: No. He might do so, he might be able to travel from 
Vancouver to New York much cheaper than from Vancouver to Montreal to 
New York. That is a matter which you cannot always just prove. Their 
system of tariffs is a little different from ours. They have no air travel cards 
and no return discount. Their mileage rate single is a little lower than ours. 
On the other hand, we have a reduction for air travel cards, and we have a 
ten per cent return fare reduction; so there is not very much difference. 

Mr. Harkness: I think there is quite a difference. The United Air Lines rate 
from Vancouver to New York is $118.30 while your rate is $152.50. 

Mr. Symineron: You mean our single rate? 

Mr. Harkness: Yes. There is quite a considerable difference there? 

Mr. Symineton: Yes, there is quite a considerable difference on the single 
rate; but on the return rate, there is not a great deal of difference, and, of course, 
mind you we may have to meet that rate if we find we cannot get the traffic ; 
but we are still, for some reason or other, getting a great deal of American traffic 
on our lines. They say that they prefer to travel that way. 

Mr. Harris: You have a better line. The answer is obvious. 

Mr. JACKMAN: Does the same principle that applies in the railroad passenger 
business creep in with respect to air lines, whereby you can travel from Boston 
to Montreal to Toronto as cheaply, a further distance—that is, you pay as 
cheaply—as you can from,Boston to Toronto? 

Mr. Symineron: Not yet; it has not, and I hope it will not. 

Mr. JAcKMAN: May I ask in connection with the Vancouver to Victoria 
air route, the rate is about 10 cents per mile, while it was about 5 cents last 
year. Do you have a similar discrepancy for any other approximately 50 
mile route in Canada? 

Mr. Symrineton: That is the only place where we charge over 5.15 cents 
per mile. You have to meet those circumstances. 
Mr. Jackman: Why is it that the return rate from Victoria to Vancouver 
is on the same mileage basis cost as the straight single fare? 
Mr. SymMIncTon: Because the Air Transport Board has put in the rate. 
Mr. JackMAN: Is it not customary to grant some discount for a return fare? 
Mr. Symineton: That was fixed on the basis of giving to Canadian Pacific 
Air Lines a reasonable profit; and not on what we wanted to charge. 

' Mr. JAckMaNn: I wonder why they did not charge more for a single rate? 

Mr. Symineton: I do not know; it was not our business. 

Mr. Pouuior: What is the basis? 
~. Mr. Symineron: 10 per cent; am I right? 

Mr. ENGuIsH: Yes. 

Mr. Hazen: I notice that you carried 183,121 passengers for a revenue in 


Mr. SyminatTon: Yes. 
Mr. Hazen: Did you carry many passengers free? 


Mr. Symincton: We carried between points 3,393 people which number 
was made up of T.C. employees on business, 2, 163: ‘T.C.A. dependents, and 
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employees on vacation, 733; employees of Department of Transport on ‘pieinese at 2 


348; courtesy trips to press, Canadian Broadcasting Corporation, and so on, 70; 
employees of Post Office Department on business relating to air mail service, 43+ 
employees of other air lines, 10; and others, consisting of inspectors, Department 
of Commerce, Air Transport Board, R.A.F., and deportees, 17. 


Mr. Hazen: Were any passengers Mire while being carried? 
Mr. Symineton: No. 


Mr. SYMINGTON: Yes. 
Mr. Hazen: What equipment suffered damage as a result of accidents? 


Mr. Symineton: We had a crash landing at Moncton, when two of our 


employees were taking a plane up for instruction purposes, and there was 
$41,777 written off, the value of the plane which was actually destroyed. It 
got about 100 feet off the ground and then nose dived. 

At Lethbridge a plane landing struck a truck. At Lethbridge unfortunately, 
the road is very close to one of the runways which is only used very seldom. 
It depends on the direction of the wind; and there was a truck with high 
boards with some grain in it. The runway being short and the wind being bad, 


the pilot had to take the full length of the runway, and whether it was the. 


rain or whatever it was, he did not see the truck. The wheels of the plane 
struck the top of the high boards carrying grain. He really made a remarkable 
recovery and landed on his belly. Ultimately it was $11,502 damage done to 
the plane. 

At Dorval on March 15th, in the ice, they taxied off the runway off to the 
side, and one wing went into the snow. It did $8,534 damage to the plane. The 
same thing occurred at Lethbridge, at a cost of 86, 000. Then at Blissville there 
was a forced or belly landing at a cost of $5,759. 

Mr. NicHotson: Were any passengers injured in any of these accidents? 

Mr. Symineton: No. As a matter of fact, I received a letter from a 
gentleman in San Francisco who was in the Lethbridge accident. He said: I 
do not suppose you very often get letters of praise from a passenger who has 
been in an accident; but in connection with the plane which struck the truck, 
he told me how the pilot managed to get the plane up into the air and how they 


circled around; and how the stewardess came and talked to them and told | 


them how it happened, and: assured them that belly landings were very easy in 
this snowy country; and that he never saw anything so well handled; and that 
they landed on their belly, getting no more than a slight tug of their harness. 

Mr. Poutior: There are no more priorities? 

Mr. Symrneron: There are no more priorities. 

Mr. Pountiot: Have you considered the question of passes to members of 
parliament? ( 

Mr. Symineton: It was discussed in parliament several times, I believe, 
but we have not got them. It would be pretty tough, I think, certainly until 
we get a lot more equipment. 

Mr. Poutiot: How many passes are issued yearly? 


Mr. Symineton: I think about ten, and they have to pass the Air Transport o 


Board. There are: the directors; the minister; the postmaster-general; I yea 
Mr. Henry himself, as head of ‘the board; but that is all. 


Mr. Powtiot: Well, that is a start. 
Mr. Harris: You are willing to accept the inevitable? 


Mr. Rem: I would like to say for the benefit of the committee, that 
history is repeating itself. Everytime there is a conflict with the Canadian 
Pacific, they always get their way. 


Mr. Hazen: Was any damage done to equipment during the year. ba. 
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Mr. Symineton: I am glad that I cannot be blamed for that. 
Mr. JACKMAN: You draw attention to the route between Toronto and 


Winnipeg. 


Mr. SyMinetron: Yes, sir. 

\ Mr. Jackman: How is that progressing? 

Mr. Symineaton: Well, it is very difficult; but not so difficult from our 
point of view, because we are ready; but the air field proposition is difficult. 
We have approached and conducted conversations andi very favourable ones 
with the United States whereby we can use an emergency landing in the northern 
peninsula of Michigan, and thus get into that service quicker than we otherwise 
could. I am extremely hopeful and most anxious that that may be established 
as soon as possible because it would be a very great help to Canada. 


Mr. NicHotson: How soon is it possible? 

Mr. Symineton: You had. better. ask the honourable Me Howe that 
question. There was a difficult situation there with respect to an emergency 
landing, landing on an island in a lake, and we could not get boats to it in order 
to build an emergency landing; it would have been a terribly expensive pro- 
position. Therefore we are making this other arrangement in order to put the 
service into being. | 

Mr. JACKMAN: Which is that? 

Mr. Symineton: So that we may have an emergency landing field rather 
than having to Jand in Lake Superior; we will have an emergency landing field 
in American territory. 

Mr. JACKMAN: That is the route over Lake Superior that you are speaking 


about now? 


Mr. Symineton: It is not a regular landing, but we won’t run that flight 
without some place to go in an emergency. 

The CHAIRMAN: It is now one o’clock and can we meet again at four? We 
have trouble with five or six committees sitting, but I think perhaps we can make 
some arrangements to get this room by 4 o’clock. Very well, gentlemen, the 
committee is now adjourned to meet again at 4 o’clock in this same room. 


The committee adjourned at 1.05 p.m. to meet again at 4.00 p.m. to-day. 
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The committee resumed at 4 o’clock p.m. 


The CHatRMAN: Gentlemen, we discussed Mr. Symington’s report this 
morning. Do you want to discuss it any further before we go to the financial 
statement? — 

Mr. Harkness: The question of rates was brought up to some extent this 
morning. It seems to me that the rates charged by T.C.A. impose a sort of 
undue burden on the Canadian public which travels by air as compared with 
the United States. It was pointed out that return fares are fairly comparable, 
but as far as I can make out they are not very comparable. I have two examples 
here. From Vancouver to Toronto by United Air Lines the fare is $111 and 
by T.C.A. it is $132.35. 

Mr. NicuHorson: Is it $111 in American funds? 

Mr. Harkness: No, it 1s in Canadian funds. 

Mr. Symineton: No, American funds. 

Mr. NicuHoutson: They are al! in American funds. 

Mr. Symineron: You have got 11 per cent on that, and on the return 
fare 10 per cent off on ours. 
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Mr. Harkness: I just got this figure, and I took it it was in Canadian a 

funds. | sO 
Mr. Symrneton: No, it is not, and if you deduct 15 per cent for a travel — 

eard, and 10 per cent for return I think you will find we are away below on. 

the return fare. y 
Mr. Harxnsss: I think you said this morning that on the return fare it was 7 

10 per cent? Ps 
Mr. Symineron: 10 per cent and 15 per cent off for a travel card. 
Mr. Harkness: But everybody has not got a travel card. 


Mr. Symineron: That is perfectly true. I quite agree, but the numbers 
are increasing very fast, and a large part of our patrons has travel cards. 


Mr. Harkness: In view of the fact that salaries, wages, and so forth are , 
generally considerably higher in the United States than they are in Canada it 
would seem to me that our rates should be lower than the United States rates. 


Mr. Symineron: I am very glad you raised that point because I should 
like this committee to understand the difficulties that we are up against in 
operating air lines in this country. I have had a statement taken off. In the 
year 1945 if we had been able to buy gasoline in Canada at the price which 
I have here in the United States we would have made $480,000 more. If we — 
had not been subject to extra operating costs by reason of duty, sales tax and 
war exchange tax we would have made $990,000 more. In other words, we 
would have made $1,470,000 more or 35 per cent of our capital if we were not 
subject to those drawbacks and disadvantages. I do not know anything you 
can do about it. I am not blaming the oil companies. I have taken it up with 
them and the answer is that they say it is a fact that under the Canadian 
layout they have refineries all over the country and that the expense is in the 
railroad cost for crude oil to bring it into the country to get it there but, 
as a matter of fact, our gasoline costs in Canada are just about 100 per cent 
more than if we bought it in the United States. They, of course, are fed by 
pipelines from their various fields whereas we have got to import and move 
it across the country as crude oil. 

‘ Then again of course, the operating conditions in this country are very 
severe. One example is in the conversion of these planes, the extra heating 
system and the necessary power plant to create that. ; 


Mr. Harkness: You have that same thing on the northern United State 
lines? 

Mr. Symineton: No, not by any manner of means. Not by any manner 
of means are they anything like as severe. There is the extra cost of heating, 
probably $20,000 a plane, and depreciated over four years there is that much 
more to depreciate. You bring in a plane and by the time you pay the duty 
and sales tax—fortunately now it has improved because the war exchange tax 
has gone off as of last November—last year a plane that would have cost us 
in San Diego $675,000 would have cost us here with the duty, tax, war exchange 
tax and the necessary changes that had to be made $1,180,000 as opposed to their 
$675,000. When you divide that by four, where you are depreciating your 
planes in four years under these very rapidly changing conditions, that becomes 
an annual operating cost. The same thing applies with respect to your spare 
parts and repair parts so that the three largest items of operating expense in 
this country are away over what they are in the United States. | 

Then you have got a situation where our range here is very large. We 
have 3,500 miles in width and probably 100 miles in depth. Over there with 
their thousands of small manufacturing plants situated all over the country 
you have a checker board north and south. They can divert all around the 
place when they are weather-bound. They are not stuck at Kapuskasing or. 


Pia res a] Be ee OM te it hie IN er ND ee ee re, ee BN MN hen, 
yh Be ae bit face Pt Mae Mes 
ou i Na Naga eae, SC 9 


RAILWAYS AND SHIPPING 225 


P. Armstrong or some place else all of which cost a great deal of money to a 
p line. I am not complaining about it because in spite of it all our results are 
better than any United States line in my judgment. 


Mr. Harkness: What do you mean by “results’’? 

Mr. Symrneton: In the actual earnings. I think that what the members 
roust recognize is that we are up against very serious operating difficulties in 
this country, and as their efficiency increases our, advantage on our efficiency 
and less expensive operation in any other way decreases. In other words, if you 
compare controllable costs in Canada with theirs we are away below them. 


- As to operating costs, direct costs, we are, of course, above them, and we just 


cannot help it. It is a situation that is impossible to meet. The best thing 
you can do is go along. We are able to do it because we have a very devoted 
and capable lot of people who up to this moment—and there is no guarantee 
that it will continue—are willing to work for cheaper wages than they do in 
the United States. - The pilots have stayed firm although they are now trying 
to strike in the United States for salaries that are nearly double ours. I do 
not know how long our men will stand by us as firmly as they have. Nearly 


all our top people can get jobs with twice the salaries if they want to leave 


T.C.A., but it is part of their birthright and they are sticking. That is a fact 
that we have got to face, and there is no use fooling ourselves about it. We 
can face it. I am satisfied we will continue to face it successfully, but it is a 
real job. 

Mr. Harkness: Whilst I realize that your gasoline costs, and so forth, are 


- considerably higher than the United States you have certain compensating ad- 


vantages which the American lines have not got. For example, you have no 
competition which all American lines have. You have no taxes. You have a 
very much higher rate on mail than the American lines receive. I should think 
that those three compensating advantages would to a considerable extent offset 
your higher costs for gasoline and so forth, 

Mr. Symrncron: I think you have spoken a little broadly as to those advan- 
tages. In the first place, we have real competition now in the sense that from 
Vancouver, Lethbridge, Winnipeg, Montreal and Moncton we are actually run- 
ning in complete and continuous competition with the American air lines across 
the continent. They can and do reach all these points so that we are, in fact, 


in actual competition with them. Locally we are not. I agree we are not 


between Regina and Winnipeg, but we are between Regina and Toronto or 
Regina and New York or Regina and Windsor because from Winnipeg they 
ean take those lines. They can travel our lines locally, go down. the other way 
and go right across the continent. -I am olad it is there. It is a very good thing 


— but on the other hand when you talk about mail, my goodness, when you look 


at the mail carriage in the United States compared to ours and the comparison 
of rates the situation is not comparable. Do not forget this—and this is what 
most people do not realize—under actual statutory authority in the United 
States mail rates are fixed by C.A.B., and they are fixed under a statute whereby 
they are made sufficient to provide cost and reasonable profit to the line. So 
that while it is perfectly true that on the tremendous big lines the air mail 
rates are below ours there are dozens and dozens of smaller lines which are 
away above ours. I agree that the average is below ours because most of the 
mail travels on the three big distributing lines across the United States. 

Mr. Harkness: Thosé are really the transcontinental lines which are com- 
parable to T.C.A.? 

Mr. Symincron: If you would compare the carriage of mail across the United 
States and across Canada we have about six places where we deliver, only one 


§ with a population over a million and two or three-quarters of a million, the rest 


being a couple of hundred thousand and going down to fifty thousand whereas 


ey 
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across the United States there are hundreds and hundreds of cities of 100,000 


150,000, 200,000, that lend themselves to the operation because you put on and i 
take off. The result is you can take a great pay load for a short range, but we 
have got to load a plane to go 1,500 miles in case anything goes wrong because ~ 


we have not got these places in between. As I say, I am not apologizing for the | 
operation. I am extremely proud of it, but I do want the committee to recognize | 


the differences in the character of the operation in Canada and the United States — a 
because as an actual flexible operation there is no comparison. They are so 


far ahead of us from natural conditions. 


left Regina last January one morning when it was 40 below zero in Regina and 
later on that day I reached Los Angeles by Western Air Lines where it was 
about 58 above. The physical problem of servicing equipment to operate in 
40 below is a very different problem from what it is to operate a plane in summer 
weather all the year round. In connection with the rates question which has 
been raised I have the United Air Lines booklet here, and they give the single. 
fare from Vancouver to New York as $118.30 or New York to Vancouver at the 


same rate. If you add 11 per cent, which they do when you take a plane over _ 


the American lines, it gives you a round trip for $262 via United Air Lines as 


compared with a round trip for $260 by T.C.A., so that actually you are $2 a 
further ahead to travel by T.C.A. between those two points. If you buy a single 


fare it is a little cheaper to travel by United Air Lines. 
Mr. Harkness: Did you take in the travel card on those figures? 
Mr. NicHotson: No, that is without the travel card. | 


Mr. JAckMAN: Mr. Symington, ordinary gasoline for motor cars does not 


cost 100 per cent more in this country? | 
Mr. Symineton: We are learning quite a lot about these things, Mr. Jack- 


man; but we have got the actual figures because we have been comparing rates | 


of these new operators in the States; and the figures—I have them here. 


Mr. Jackman: I don’t doubt you have them, if you say so, but I was © ; 


wondering what the justification was for aviation gasoline costing so much 
more here than there. 


Mr. Symineton: I think the reason is that these very large companies make 


special deals with one company and get a very low rate in doing so. We do not. > 


We buy from the different companies that are available to the fields. An odd 
thing happened in comparing these American and Canadian north trans-Atlantic 
rates and trying to arrive at a basis. We found that the American lines had 
Greenland and Iceland and were buying gasoline. several cents a gallon cheaper 
than we were buying it in Montreal. The answer was, of course, that the army 
had put stuff in there and I guess they were getting it cheap; but the savings in 
the case of gasoline, in the returns made by the various companies, were really 
considerable. é . 
Mr. JAcCKMAN: Is there any way of having these figures made available? > 


Mr. Symrncton: I have them available, but as they were given to me in a 
conference which had nothing to do with this, I do not know that I should 
disclose them. But I am giving you what is the fact because we have been 


studying very, very carefully the various lines and the costs in arriving at 


the North Atlantic rate. 


Mr. JACKMAN: In view of the whole situation does it not seem unreasonable 


that we should be paying so much more for gas than the Americans do? 
Mr. Symrneron: I did not say it was reasonable or unreasonable. As I said, 
I am not saying anything by way of complaint, I am merely pointing out to you 


some of the difficulties under which we labour. 
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Mr. Nrcuotson: I would like to support what Mr. Symington has said. I i 
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ie Mr. Jackman: That cost of planes in the United States as compared to 
a “ata is not only considerable, but shocking. 


r, SYMINGTON: Well, you see, you take the original cost in American 
ea and upon that you add your duty and take your sales tax on exchange 
plus duty, and then you take your war exchange tax on exchange plus duty plus 
sales tax, and the percentage on top of that. 

Mr. JACKMAN: I suppose if you were in a private company you would have 
something to say about the duty of aircraft coming into Canada. 

Mr. Symineron: I do not want to get into politics, but 1 would have a lot 
to say about duties on things coming into Canada—if I were a free agent. 

Mr. ‘Gipson: You ought to put that in your tax column. 

Mr. NicHotson: In the first page of your report you mentioned alternative 
routes between Toronto and Winnipeg. Could you indicate how frequently per 


it month you are required to do that? 


Mr. Symrineron: Our bad season is the mid-fall and early spring for the 
northern Ontario region. Their seems to be a warm wind which blows up from 
the western United States all across that cold, watery Lake Superior region, 
and that lake region that lies north of it, which gives rise to this ground fog 
and makes operation very difficult. The result is that during these periods we 
fly as many as ten or twelve times a month between Minneapolis and Windsor 
in order to maintain our schedule. And now, with respect to finished schedules, 
in the absolute winter we are higher and better than any American line, and in 
the summer we are better; in these two periods we are less. Over the whole 
year at the same time our performance is better than any of them. But we do 
have the same assistance as they have. They come over us very often, across 
the Niagara Peninsula, and so on, and into Moncton. They have the same right 
under the two- freedoms agreement. 

Mr. NicHotson: Does it cost you appreciably more to do that? 

Mr. Symineton: A little more, but very little more. Certainly it is a money 
maker for us because the absolute cancellation of the trip or the holding of 
people at Kapuskasing or some place is an expensive proposition. 

Mr. NicuHotson: How about the time factor? 

Mr. Symineton: The time factor is of very little importance, very little 
more; it is only about fifty or sixty or a hundred miles. 

Mr. JACKMAN: On these costs which you gave us for planes in Canada and 
the States; are they about commensurate with the cost of making planes 
in Canada, is the cost about the same? 


Mr. Se ite We will tell you that in another six months, perhaps. 

Mr. JAcKMAN: Who is this Canadair that I see you mention in your report, 
who owns that? 

Mr. Symrneton: Canadair is owned, I understand, by the Dominion 


Government. 


Mr. JACKMAN: So we are now engaged in the manufacture of planes? 

Mr. Symineron: We are now engaged in a very important, very marvellous 
job of making planes, we hope; at any rate now we are taking our medicine in the 
hope of being able to manufacture planes in Canada in the future, both for 
military and civilian purposes. | 
¥ Mr. JACKMAN: Since the minister is here, perhaps I might ask him how 
"we have come to acquire Canadair? 

Hon. Mr. How: We have always owned it, we built it. 

Mr. JackmMAN: The report says that you acquired it from Vickers, they — 

operated it during the war. ) 
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Hon. Mr. Howe: ree operated it during the war. We owned as nahh 
Mr. JACKMAN: Crown assets? 


Hon. Mr. Howe: Yes. : “de 
Mr. Jackman: We took the operation of it over from Vickers through a 


Crown Assets, is that it? 


Hon. Mr. Howe: Before that Vickers were involved but they found their. ‘ 
financing requirement would be very heavy. We took it over by mutual consent. ~@ 


They were financing it as part of their ship-building operation, and the amounts 
of money in it were so large that they worried us to get it right down, so we 
accepted the operation. There was no change in fact, they had the management 
contract and now Canadair have taken over the management contract. 


Mr. JAckmMAN: And Canadair is a crown owned company? 


Hon. Mr. Howr: Canadair itself is not crown owned, the facilities are. 
Canadair is the management company with the same management as managed 
the plant for Vickers; instead of having it mixed up with Vickers operations 
they requested us to separate it and we entered into a management contract 
for its operation with Canadair. 

Mr. JAckMAN: But Canadair owns no physical assets, it merely leases 
them? 


Hon. Mr. Howe: No, they are not leased to them they simply manage the 


property for a fee; it is a contract, that 1s what it amounts to. 
Mr. JAcKMAN: The fee is based on cost, is that it? 
Hon. Mr. Howe: Yes. 
Mr. Hazen: How long has that been in operation? 
Hon. Mr. Hows: For three years perhaps. 
Mr. Hazen: Is that based on each year’s operation? 


Ho 
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Hon. Mr. Howe: It is difficult to make a cut-off each year because the 


contracts overlap, but we think we are doing a very good job and getting served 
at very reasonable cost. 

Mr. Hazmn: Have you any figures? 

Hon. Mr. Howe: I could have. They are not under investigation by 
this committee whose reference pertains to Trans-Canada Air Lines. I would 
be very glad to furnish them before the War Expenditures or any other com- 
mittee having the right to deal with the matter. 


Mr. Harkness: Are they the people at the present time who are turning 
out these DC-3’s which are coming into operation? 


Mr. Symineton: They are converting them. 

Mr. Harkness: The Canadair people are doing that? 
Mr. Symineton: Yes. 

Mr. Gipson: On a contract basis? 


Mr. Symineron: On a contract basis. They are converting about eighty- 
seven planes for almost every country in the world. Twenty-four for us, and 
putting in special equipment necessary to our operation, and they are completing 


contracts for aeroplanes for Sweden, Switzerland, and countries all over the 


world. 
Mr. Gipson: For a definite sum of money? 
Mr. SYMINGTON: Yes. 


Mr, Harkness: How much do these planes cost, the DC-3’s, from Canadair? _ 4 


Mr. Symineton: The DC-3’s from Canadair cost us complete $150,000; 


that includes, of course, the original purchase price of the plane plus special ae 
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seating in our case, plus certain safety devices that we insist on putting in. 
I -imagine that our cost may be a little more than the other man’s but not 
-much more. 


j Mr. Harkness: I have heard criticism of these DC-3’s that they are 
already obsolete equipment in so far as United States lines are concerned, and 
the question is raised whether it is good business on the part of T.C.A. to more 
or less take DC-3’s at the present time; what is your opinion as to that? 


a Mr. SYMINGTON: My opinion about thethis, that rf anybody tells you that, 
t tell them that the DC-3 is still the finest two- -engine plane in the world, w ithout 
any question. Now, it is quite true that there will be better two-engine planes. 
There are to-day coming out of the factories better performance two-engine 
planes than the DC-3 for specific purposes. The American air lines, for 
instanee, one American air line has bought I think forty or fifty Martin 202s, 
~The Martin 202 is a plane which will give remarkable service for a range of 
five hundred miles or thereabouts. We cannot run it in Canada at all because 
_we have to have a range of 1,500 miles, so it is not available for use in Canada. 
There are two other planes which are now on the drawing board, or beyond 
the drawing board stage, which are being considered by “American air lines 
for their local use; but, as I say, none of them—they have all been up to see 
us and we have cone very thoroughly into it with them. We have told them of 
our requirements and specifications and they have made an effort to see if 
‘they could live up to them; but, of course, they cannot without completely 
changing their standards; so these planes are not available to Canada in any 
"practical sense whatsoever. But it will be in my judgment two or three years 
’ before you will see any considerable improvement in the art of reciprocating 
engines. The DC-3 is just about as good a plane as you would get any place, 
in fact it is a marvellous plane for performance. When we get into these jets, 
5 that is another question. I am hopeful about that, but the ‘plane to-day used 
‘in Canada must have a pay load, and must have a range and must be able 
to get over the Rocky Mountains with one engine failing, and that is a hard 
2 thing to find. 3 
Mr. Nicuotson: Mr. Chairman, before we adjourned at noon we were 
discussing the projected extension of the service between Toronto and Winnipeg, 
and the return service from Winnipeg to Edmonton via Saskatoon, also Edmonton 
and Vancouver. | 
; Mr. Symincton: The first part, Mr. Nicholson, we expect will be ready. 
They are now working on the field at Saskatoon, that is what is holding us up. 
That is not our business although we do co- operate with the department in 
every way. When that field is built it will be put immediately into operation. 
Mr. NicHouson: Will that service be operating in 1946? 
§ Mr. Symineron: I would certainly say so; yes, we expect so, without any 
doubt. I cannot answer for that because there may be labour conditions and 
4 ~material conditions and so on, but as far as I am concerned we are ready, and 
we believe that the field will be ready, although that is a departmental matter. 
With respect to Edmonton and Vancouver, we have studied and are contem- 
plating some change in our route. Calgary is a very important city; we feel that 
they are not on the main line of Trans-Canada. 
Mr. JAcKMAN: Hear, hear! 

Mr. Syminaton: And the same time our whole machinery is laid out on the 
Bouthern route. It costs a lot of money to change. We are, however, con- 
templating when we get the planes; and this, I think, will be one of the early 

‘moves. We propose to run one trip from eastern Canada each way to Calgary 
direct, where it will connect with a plane from Calgary to Vancouver; and coming 
} back the same way, so that of all the four transcontinentals across, one of them 
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‘each way will be direct through Calgary. Each service will join the line from 
Calgary to Vancouver and Vancouver to Edmonton. We will transship at 
Calgary. In other words, we are trying to keep our planes in the air and give 


service by really, what may be called a series, to some extent, of locals, — 


originating business from Calgary. They would not have to take the chance 
of going to Lethbridge and being held up there, but would select the straight 
way east or west; and the same way going. The rest will go by the regular main 


line, by Lethbridge. That is not final; you have got to keep these things elastic. 


You must try things out by trial and error. You cannot make any money unless 
you keep your planes in the air. In a particular system like ours, where you must 
have your maintenance points in order to take care of your planes, you must 
do a good deal of figuring; so we are trying things out here and trying things 
out there. 

Mr. Nicuotson: Then you will have a direct service? 

Mr. SyMInGToNn: Quite so. | 

Mr. Harkness: Did you not say you were not planning on a direct route? 


Mr. Symineron: No; it goes from Edmonton to Calgary and to Vancouver. 
We are coming to Calgary from Edmonton so that, in Edmonton, a passenger 
who wants to go to Vancouver, just the same as a Calgary man will take that 


particular flight which goes through to Vancouver instead of getting off at 


Lethbridge and taking his chance. 


Mr. NicHotson: But your map does not show the direct. route from Calgary © 


to Vancouver? 


Mr. Symineton: No; it really strikes the pass down near Cowley, and goes 
through the same pass. The ranges and all those expensive installations are all 
there. It may work out so well that two, or four, or an extra one will be put on; 
but that is what we are starting with. 


Mr. NicHotson: Have you had many requests to include Charlottetown in 
in the T.C.A. service? 


Mr. Symineton: No. 
Mr. NicHotson: You do have a flight passing over there, I know. 
Mr, Symrineron: Yes, but they seem very happy. 


as the T.C.A. is concerned? 


Mr. Symineron: I do not know that; but we have had no pressure on it, 


so far as I am concerned. They are getting on very well and they are getting 
a very good service. 

Mr. McLure: I would like to ask a question: in the maritimes we have a 
local airways company known as the Maritimes Central Airways, which is 
giving an excellent service both for passengers and mail. My question is this: 


will the T.C.A. become, at any time in the near future, a competitor of our local i 


airways? Or, is there co-operation existing between them at the present time. 


Mr. NicHouson: Then they do not mind being left out of Canada, so far — 


Mr. Symrneron: So far as my answer to that is concerned, Mr. McLure, 


We are co-operating entirely with the Maritime Central at the moment.’ What the 
future will be in five, ten, or fifteen years, I would not. attempt either to prophesy 
or endeavour to suggest, or to bind somebody who may succeed me, or the 


government, or anybody else; but our relations at the moment are entirely one | 


of co-operation. I imagine that we have been probably of greater service to the 

Maritime Central in helping them out than anybody outside would realize. 

They are what we consider to be a legitimate and desirable feeder line, and in 

that respect I think they are the best in Canada, and they are most likely, 
& 


‘ 
geographically, to succeed. We have not the slightest desire to interfere with 
them at the moment. That is my own and T.C.A.’s policy; but I do not know 


what may happen five years from now. 


Mr. Nicuotson: They do not give as good service as T.C.A. to the people 
travelling there. Those people, I imagine, would prefer to traval via T.C.A. 
The last time I happened to be in Charlottetown, we were rather late; it was 
late at night and I wanted a place back to Ottawa; but they could not advise 
whether the flight would be going on or not. They closed their office at night 
and I had to telephone to Moncton to telephone T.C.A. whether I had better 
travel by plane or not. I made train connections at Moncton, but I would imagine 
that a local company handling T.C.A. would try to please the public better than 
that? 


Mr. Symineton: They are trying to make money, you know, and all night 
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services do cost money. 


Mr. McLure: Does the Maritime Central Airways have to make a special 
contract for the carrying of mail with the T.C.A., or do they make a contract 
direct with the postal department here? 


Mr. Symineton: With the post office; we have no special contract with 
them. 


Mr. JackmAN: As far as the maritimes are concerned, if a maritime person 


wants to go to Vancouver, would it be much cheaper and would it be shorter 


mileage for him to take the northern route rather than to go down by way of 


- Toronto? 


Mr. Symincron: How is that again? 


Mr. JAckMAN: My question is purely theoretical, I think; but if a maritimer 
wanted to go to Vancouver, would it be much shorter for him to go by the 
northern route rather than to go down via Montreal? 


Hon. Mr. Howe: First we will find out if there is a northern route. 


Mr. Symincron: You mean: somebody flying from the maritimes to 
Vancouver? ! 


Mr. Jackman: Yes, instead of going down the southern way, where the 


earth is broader, would it be shorter for him to fly up north? 


i 


Mr. Symineron: Yes, it would be shorter, but it would cost you $50,000,000 
to lay it out. 

Mr. JacKMAN: The question is purely theoretical, but it seems to me the 
rate now being charged is based on a mileage basis, and, to go along the southern 
route—that is the only practical route at the moment? 


Mr. Symincton: Surely you do not suggest that in world air or domestic 


air that everybody should be charged upon the great circle route, when there . 
is not a possible chance of a great circle run. The maritimes pay five cents a 


mile, the same as Torontonians. 
Mr. Jackman: But they probably travel 50 per cent more? 
Mr. Symincton: No, I do not think they do travel any more, or the few 


miles more would not amount to anything. I doubt very much if it is anything 


more. 
Mr. Mayeanx: I would like to ask you about the routes; your projection— 


- I thought you had exhausted the possibilities of this theory? | 
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Mr. Symincton: Oh no. 

Mr. Maypanx: If I may continue this: your projection shows Winnipeg, 
Edmonton, and Vancouver; that is, your dotted line projection? 

Mr. Symineron: Yes. 


. oe) ee Pi. af & ry Be As - lta el Aa ry ay ~ yA Pe ee 
4 i yea Te Ts BRAS Rs et UB NE oct 
. r] } 


Have \ 3 x . 


ad 


232 SESSIONAL COMMITTEE — 


5 ms as 
Mr. Maysank: Now, there are a lot of questions being asked as to which 


is the main line, when that projection is through, the one from Winnipeg to 


Edmonton, to Vancouver or the one from Winnipeg to Lethbridge to Vancouver. 


I do not know if there is very much importance in it, but people are asking 
about it? : oN 
Mr. Syminecton: I do not think there is any importance; I think the answer 
would be that they would both be equally main lines. , 
Mr. Maypanx: I suppose you would run the frequency on each which the 
traffic warrants, and the one with the most traffic would be the more important. 
There is no plan of making anything at Edmonton? 

Mr. Symineton: No. 

Mr. Maypanx: All right. 

Mr. JAcKMAN: From the morning session I understood that the cut-off at 
Lake Superior—there is no immediate prospect of that going through on account 
of the difficulties? 

Mr. Symineton: Oh yes, there is a possibility of that going through, at least 
I sincerely hope so. We have seen the United States people with respect to giving 
us facilities. . 

Mr. JAcKMAN: You mentioned difficulties this morning? 

Mr. Symineron: Giving us facilities so that we may have an alternative 
field to land at, in case we have to land between the Soo and Fort William. The 
plan called for a landing place on an island in the middle of Lake Superior but it 
would be impossible, or very very expensive, and certainly in time it would be 
impossible to ‘construct; so that, instead of flying from the Soo that way to Fort 
William, we fly a little bit the other way and hit the tip of Michigan peak where, 
on United States territory, there is a field if we have to land, that we can land 
on if we have to. It requires a radio range in order:to permit us to take advantage 
of that route. These international matters take a little time; but the 
Americans were most receptive, and apparently they are quite willing, not only 
that we should use it, but that they should construct the field and put in the 

radio range. 
Mr. JackmAN: Then it might all go through this fall? 
Mr. Symincton: I hope so. | 
Mr. Maypank: It would be an auxiliary route for going over the lakes? 
Mr. SyMINGTON: Yes. 
Mr. Maypanx: That spot is right at the tip of Michigan? 
Mr. Symineron: It is very close to the tip of Michigan at Houghton. 
The CHatrMAN: Mr. Emmerson, I think you had a question to ask? 
Mr. Emmerson: I wanted to ask this question, on the subject of traffic from 


the maritimes to the Pacific coast; the dotted lines. indicate the proposed route, 


as I understand it, on this map? 

Mr. Symincton: Yes. 

Mr. Emmerson: And from Ottawa to North Bay to the Soo and across to 
Port Arthur and Fort William, to Winnipeg; that is the proposed route, and I 
presume that depends a good deal on your preparing the route and getting your 
four-engined planes? 7 

Mr. Symineton: No, it is not dependent upon four-engined planes. 
If you will look at the map, our main line runs from Montreal and goes to 
Toronto and then it goes back to North Bay and up around Kapuskasing. 
We propose first that the line from Toronto to Winnipeg, instead of going in 
all its flights the long way around, will cross the lakes and go to Winnipeg; 
and then, another flight from Montreal, to save distance, will go to Ottawa and 


across to North Bay, with one leg going by the Soo to Winnipeg, and another 
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leg by Kapuskasing and Armstrong and so on. We discovered in these air 
lines that this service which was originally considered probably as an extrava- 

gance has now become a practical necessity to these towns which have grown 
up to it and around it, and you cannot desert them; so, while we run across the 
lakes, we cannot, I do not think, pull out of that northern section completely 
and leave those people without access to the business that they have been 
accustomed to. The line you see from Montreal, if we cut out Toronto and go to 
 Ottawa-North Bay, we will get a considerable distance advantage for that 

particular service. 

Mr. Emmerson: But if the route would be, say, from Moncton to Montreal, 
to Ottawa, to North Bay to the Soo across to Winnipeg, that would be your 
shortest route, and would be nearer to the great circle? 

Mr. SyMINGTON: Quite so. 

Mr. Emmerson: And that would be a shorter mileage. Now, your through 
rate would be based on that mileage, or would it be based on the longest route? 

Mr. Symineton: That depends on what the transport board says, for it is 

they who fix the rates; but the rates which will be demanded, so far as I am 
~ eoncerned, will be those which give us an efficient operating cost plus a reason- 
able profit. But that is a matter for the independent transport board to decide 
_ what the rates shall be. 

3 Mr. NicHoitson: When all these new routes are established, what saving 
of time will there be between Toronto and Winnipeg. 

Mr. Symineron: I do not know that I can give you the exact time but 
there is 190 miles; that, will be an hour or approximately an hour less on the 
cross-lakes, and this one saving may amount to three-quarters of an hour— 

Mr. JAckMAN: In the more finished schedules? | 

Mr. Syminoton: Yes; and when these things become more flexible so that 
you can handle your planes and get them into the air and on to the routes 
where the greatest traffic is, that will be the governing factor, because cubic 
space in an aeroplane is a very valuable factor. If one route is popular, then it 
will get more people than the less popular route. | 

“Mr. Povuior: I presume we are not going to leave the St. Lawrence valley 
to one side; it is an old established section of the country and it needs facilities. 
At the present time there is an airport at Mont Joli. | 
r. Mr. Symineton: Well, Mr. Pouliot, if you will refer to this map you will 
find the route to be Montreal, Quebec, Riviére du Loup, Mont Joli, Campbellton, 
and it may be to Moncton, Saint John and Halifax. That route is looked upon 
as one of the main line routes of Canada. Riviére du Loup is a large and 
erowing place. Mont Joli has Rimouski, Matane, and the Gaspe Peninsula to be 
fed through it. Campbellton is a growing manufacturing city. I think that route 
relative to the population of the cities of Canada is just as concentrated as any 
other; and I am very anxious to see that line put into operation just as soon 
as facilities are available. ' 

Mr. Poutior: Do you expect to be able to do something about it this year? 

Mr. Symincton: Well, I doubt that, Mr. Pouliot; you see, there is no field 
at Riviere du Loup and no field at Campbellton; and I do not think it would 
pay to run a route until we can stop at the population centres. I am sincerely 
hopeful that Mr. Ilsley won’t be too hard with the Estimates with respect to 
air fields. That is all I am interested in; but we are ready to go when we 
get those planes. We are turning out the personnel and we want to go; so when 
‘the facilities are ready for us we will be, there to operate. 

| Mr. Pouurot: Mr. Howe, did you receive a report on the establishment 
of an air field in the vicinity of Riviere du Loup? 
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Hon. Mr. Howe: Well, the report was received and a survey was ordered. 
I have not seen the survey yet. Commander Edwards tells me that the survey 
is going on at the present time, but the estimate has not been made. 


Mr. Pouttor: You say that the survey is now being made? 


y 


> 
- 


Hon. Mr. Howe: Yes; there was one started last fall, and it was sent back 


for more data. A study of the survey indicated that more data were needed. 
Mr. Povrior: I understood that last fall it was too late to have a final 

report? | 

Hon. Mr. Howe: That is right. 

Mr. Pountor: And now I learned that instructions have been given for a 
further study? 

Hon. Mr. Howe: That is right. 

Mr. Pouuior: If the report is satisfactory, will you act upon it? 


. Hon. Mr. Hown: I will present it to my colleagues and hope that they will 


act. on it. All I need to act is money. 

Mr. Pouutor: Well, you have some money for that purpose in the estimates? 

Hon. Mr. Howe: Just enough to cover the survey. But there will be more 
supplementary estimates later and perhaps we can do something’ about it. 

Mr. JAcKMaN: I think it is germane to the T.C.A. to ask Mr. Howe a 
preliminary question or two with regard to Canadair: If Canadair does business 
for other countries, how do you handle that business? 


Hon. Mr. Howse: The operating company has leased certain facilities there — 


that were not part of the original Vickers plant; certain facilities formerly 
occupied by Nordheim; and they are doing work for the various governments 
in those plants, under separ ate arrangements. 

Mr. JACKMAN: Part of the plant is leased and part of the plant is on a 
direct. cost plus basis. 

Hon. Mr. Hown: That is right. 

Mr. JACKMAN: Is it to be the policy of T.C.A. to have all these major 
repairs or reconditioning jobs, such as reconditionmg an army plane for passenger 
traffic or building new planes, done at Canadair and not in plants like Malton 
and: elsewhere in the country? 

Hon. Mr. Howe: Canadair has an arrangement with Douglas Aircraft, and 
these planes all happen to be Douglas planes. That work is concentrated at 
Canadair, but Malton is also doing some work for transport lines. 

Mr. SyMINGTON: A good deal of work. 


Hon. Mr. Howe: And will undoubtedly bring out a plane of its own in 
another class, which will be interesting. 


Mr, JAcKMAN: T.C.A. has no direct relationship with Canadair except — 


through the government? 

-Hon. Mr. Howe: Just the government. 

Mr. Symineton: May I give you some figures I have had drawn with respect 
to the actual single fares throughout the United States and Canada? The 
average passenger fare for Canada is 5.15 cents a mile. The United States 
average is 4.84 cents plus .58 cents exchange or 5.37 cents. That is for 1945. 

Mr. Harkness: That includes short and long hauls? | 

Mr. Symincton: That includes short and long hauls. 

Mr. Harkness: The type of thing you were talking about this morning in 
regard to the fare to Victoria? 

Mr. Symineton: I think so far as I know the rate is all the same throughout 
the United States. I do not think there are any long and short haul fares. 


# 
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fe Mr. Harkness: I had two ideas in mind in the matter of fares. The first 
- was that it does not seem reasonable that the people of Canada should have to 
- pay more than the people immediately to the south of us, particularly in view 
of the fact that our returns to the individual generally speaking are lower. 
. Secondly, if the fares on T.C.A. are higher than the lines which, as you say, 
compete with you in the northern part of the United States I would think that 
; .1t would mean in the course of time when the various restrictions are removed, 
particularly as to exchange, and things are more normal, that the American lines 
would take most of your business? 
Mr. Symineton: Well, we will not let them. There is-no doubt about that. 
We will meet it when we have to meet it. 


Mr. Harkness: Then at the present time what you are doing is more or less 
taking what the traffe will bear? 


Mr. Symineton: Not at all. Look at our statement. Is a company whose 
mail rate was reduced by over a cent trying to charge what the traffic will bear? 
We are working for a public company. We were a government company. There 
was no advantage to us. 


Mr. Harkness: From what I can make out your mail rate as well compared 
_ with the large trancontinental United States air lines is several times higher than 
_ theirs is? 

Mr. Symineton: Oh, perfectly true, but I should like to show you diagrams 
of the mail carriage by those people and the distance carried. Although they are 
ten to twelve times as big they are carrying thirty times the mail we are. ; 


| Mr. Harkness: Your mail rate works out at 1-5 mills per pound mile 
whereas theirs is only -33 mills per pound mile? 


_- -Mr. Symincton: That is on the main lines, perfectly true, but some of them 
instead of being 1:5 are 5:5, 6-5, 4:3. We cannot compare with the three big 
main line operators who have the 4:5 rate. We cannot do it. 


Mr. Harkness: I would think that those would be the people whom you 


a should compare with? 
“(ag 


a Mr. Symineton: Then, I am sorry, but you would have to look into the « 
_ conditions of operating, and you would see, for instance, that our total pound 
miles performed was 3,000,000,000 whereas in the United States it was 
- 101,655,000,000 pound miles performed. Volume traffic is of the greatest 
_ importance, and being able to load and unload as you go along instead of carry- 
- ing great distances is of double that importance. You may as well recognize that . 
there is not any possibility, unless Canada grows very materially and settles 
her intermediate areas, of any air line ever being able to carry mail as cheaply. 
as it can be carried under conditions in the United States. You just cannot do 
it. If you give me the $1,500,000 I would have earned but for restrictions upon 
my operations, yes, I will beat them every time. That is, T.C.A. will, but you 
_ cannot do it. You cannot fight nature, geography, population and everything 
_ ¢lse. If you could move the middle states up into middle Canada and middle 


Me ¢ 
y 


_ Canada down into the middle states then you would have an idea of some of 


_ the difficulties and expenses of operation. There is not any use trying to mislead 
_ you. There are the facts, and you cannot get over it. 

Mr. Harkness: The main point is, what you said yourself though a few 
- minutes ago, that you will reduce your fares to the level of the American fares 
_ when you have to. In other words, if you do not do that we are not going to 
¥ have any transcontinental air line in Canada? 

on Mr. Symineron: I am going to meet it when I have to meet it. . 
a Mr. Harkness: That is the main point I am getting at in the whole fare 
matter. It seems to me that the fares should be more or less comparable. 
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Mr. Syminoton: It depends upon your method of fares. I have given you * 


figures. As a matter of fact our fares in Canada during 1945 were lower than. 
the average fare in the United States. 


Mr. Harkness: You just gave figures that would show the reverse, 


+ 


\ 
. 


Mr. Symrncton: No, I did not. I just gave you figures which showed that 


the Canadian fare was 5:15 and the American average fare was 5:37. 

Mr. Harkness: You gave 4:84. That is what I put down. 

Mr. Maypank: That was a different measurement. 

Mr. Symineton: The average fare in money value today 1s 5:15 cents. The 
United States average is 4:84, and you add exchange of -53 cents, making 5-37 
cents in equivalent money. 

Mr. Harkness: If the fares are comparable I am satified and very happy 
to hear it. 

Mr. Symincton: I am not saying they will always stay comparable because 
I would sooner give you a poorer picture than an unjustified picture of operating 
eonditions in this country. 

Mr. Harkness: In connection with the mail matter you were mentioning a 
minute ago I cannot quite understand one feature of your report on it. On the 
first page of your report you show that the air mail volume declined by 8 per cent 
and the air mail pound miles decreased by 11 per cent. Over on the next page 
you show that the return for the carriage of mail was 41-98 cents per plane mile 
flown as compared with 42-03 cents in 1944, but above that you show that mail 
‘revenues increased $448,544 or 12 per cent. 

Mr. Symtncton: Yes. Let me explain it to you. 


Mr. Harxness: How does that work out? You have got a decrease in rate 
and a decrease in miles flown and so forth and yet you get more money. 


Mr. Symincton: I can explain it very easily. Under the original Trans- — 


Canada Act we were paid by the plane mile so that the more miles we flew the 
more the Post Office had to pay, whether we carried more or less mail. At the 


same time the rate per. plane mile was fixed upon the money we had made the — 


year before deducted from the plane mile rate of the year before so that in 1945 
our plane mile rate came down but we added frequencies so that our plane miles 
increased, and although we carried less mail we got more money out of it. In 


other words, the Post Office made less money on a lesser rate during 1945 than — 


they did in 1944 because the mail volume had dropped off. 
Mr. Gisson: We got improved service out of it though? 


Mr. Symincton: Yes, but that was the result. That has gone by the board. 
We are now on a pound mile basis. 


Mr. Poutior: The figures are in the report, too? 


Mr. Syminaton: Yes. You have got to understand it. I quite agree with 
you. It looked like a Philadelphia lawyer. 


Hon. Mr. Howe: We are now on a pound mile rate, you see. 


di 


Mr. McCutuocH: Does that rate of 5:15 take into consideration the 15.4 


per cent? 
Mr. Symincron: No, I think not—oh, yes, it does. 
Mr. Hazen: In connection with the transatlantic air service has an agree- 


ment been entered into with the government of Great Britain to allow you to 
land passengers and cargo there? 


Mr. Symineton: Yes. This is not between Trans-Canada and the govern- | 


ment of Great Britain. It is a matter between governments, and I do not 
know that I am the proper person to answer that other than I can say we had — 
a meeting at which I was present as the government representative with the | 

- & 


\ 
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. 


iB ae en ss 5 cre. a 


RAILWAYS AND SHIPPING 237 
~ minister at Bermuda where we made an agreement. Certain factors in that 
agreement were subject to confirmation of some of the southern islands, and 
the result is that the complete agreement has not yet been signed, but for three 
x ‘and a half years Britain has been running to Canada and we have been run- 
~ ning to Britain. . ; 

3 Hon. Mr. Howe: I think the north Atlantic agreement was signed at 
- Bermuda. 

Mr. Hazen: It is only under a temporary agreement that you have been 

running back and forth for the last few years? 


Mr. Symincton: Yes, but we have made an actual civilian air agreement 
now covering trips between Great Britain and Canada, and Canada and Great 
Britain. 


Mr. Hazen: Are you operating now for the Canadian government this 
transatlantic air service or are you operating now as T.C.A.? 


Mr. Symincton: We are operating the government service still. 
Mr. Hazen: Do you expect soon to operate as T.C.A. on the Atlantic? | 


Mr. Syminaton: As soon as we get planes which are built or made or 
used for that purpose. We are operating this service under an agreement with 
the department, and we are increasing it. We now have five services a week 
- and we expect at the first of June to have seven services a week. That will be 
the completion of that service until we get our new planes. 


Mr. JackMAN: I can only take from your suggestion that the present. . 
planes are good enough for the government but not good enough for T.C.A? 


2 Mr. Symineton: Oh no, not at all. These planes were military planes. 
_ We are running them in competition with American planes that carry 40, 50 
and 60 people while these planes will only carry 10. They were military engines 
- which had many disadvantages, and it is, I think, to the extreme credit of the 
engineers of the organization that there is a service which even to-day in 
regularity exceeds the service of any air line crossing the North Atlantic. When 
you come to operate a 10-passenger plane in competition with a 40- or 50-pas- 
' senger plane of course you are up against tough going. Much to my surprise 
we are actually at least breaking even on the operation. That is the arrange- 
- ment. If we make any more it is written off against cost of the planes. The 
_ planes were planes which were built for war purposes, and that is the situation. 
When we get our own planes which we hope will be commercially effective why 
then it will switch to a T.C.A. operation. 


Mr. JackMAN: They are not good enough to carry your flag so far? 


. Mr. Symincton: I would not say that. I would say they are good enough 
to carry our flag, but I do not think it would be wise, and I know of no private 
line that would think of being willing to do it and maintain service with planes 
of that. character, because they were not built for the purpose. We are using 
up planes that were built for military purposes. We have spent a great deal 
of money fixing engines, fixing power plants, fixing signals, and have done a 
really remarkable job on them. 

Hon. Mr. Hown: It is still the best service across the Atlantic. 


| Mr. Symrncron: And to-day we are getting a good deal of traffic and could 
get more if we could accommodate them, English people who have travelled 
both ways and who want to travel on our line although we are only running 
a military plane. | oa 
4 Mr. Nicuyotson: How many planes have you in your fleet at the present 
* time? . ; 
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“Mr. Symincton: We will have six planes. There is one just coming ob 
from conversion at Malton. When we get that we are going to run seven — 
flights. | ied. 
Mr. Nicuotson: Your report mentions that you have three flights. 

Mr. Symineton: But that is 1945. 


Mr. NicHotson: When you had three flights a week you still had six 
planes. Can you give seven flights? mR . 

Mr. Symineton: We are getting one more, just six. 

Mr. NicHouson: You can give daily service with that number? » 

Mr. Syminaton: Yes, daily service. 

Mr. JAcKMAN: You are booked to capacity on these transatlantic flights? — 


Mr. Syminaton: We are booked to capacity now, but we were not booked 
to capacity going eastbound for some time before we took over under the last 
arrangement. Nobody in Canada would go over because they never knew when 
they would get back. We had to make an arrangement whereby we reserved 
a certain number of seats for people who wanted to travel from Canada and ~ 
we said, “We will reserve you your return fare.” If they had waited their 
order in England they would never get back so that they would not go. Now 
we are running capacity both ways. 

Mr. JAcKMAN: There are no priorities now? 

Mr. Symineron: No priorities. . 

Mr. NicHotson: When you get your new planes. what will happen to the 
fares? If you are breaking even now it would seem that you could bring down 
your costs when you have your new planes? 

Mr. Symineton: That again is not quite as apparent as it seems. We ~ 
would not operate at the present rate with our present planes if it were not — 
for the competitive situation because we are entitled to make some money out — 
of that operation. When we get our own planes they will be in operation in 
the most competitive situation that will exist in the international air world, 
which will be across the North Atlantic. We will be in full competition with 
the three largest American air lines, with Air France, with K.L.M., which was 
the most efficient line prior to the war, with Sweden, with Belgium. They are 
putting in a line. B.O.A.C. are putting in a line, all with big planes, and all 
with many frequencies, so that the competition on the North Atlantic is going 
to be just as severe as anything that you can conceive of. It is only the efficient 
that will survive. 

Mr. NicHorson: You are hoping that T.C.A. will survive in the race? 

Mr. Symineton: We have got to take our chances. 

_ Mr. Hazen: What about the feeder lines in the west? If I. remember 
correctly last year an act was passed providing that no company engaged 
in any other form of transportation could operate an air line. Does the 
Canadian Pacific Air Line still operate there and connect with your lines? _ 

Mr. Symineron: Canadian Pacific Air Line under that name—I do not — 
know. 

Mr. Hazen: I am not sure if that is the right name. ae 


_ Mr. Symineton: They or their subsidiary companies do operate lines 
which connect with our lines. I did not know there was any statute which 
had provided that. I think it was announced that the government had some _ 
intention, and then I saw by the press that the decision on the matter had been 
postponed a year, or something of that kind. 


Mr. Hazen: Perhaps the minister could tell us if an act was passed. 
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Hon. Mr. Howe: No, there is no act. 
| Mr. Hazen: Was there not an act passed providing that no company 
engaged in any other form of transportation could carry on an air line? 
7 Hon. Mr. Howe: There was an extension of it, I think; an amendment. 
a Mr. Hazen: Did it not provide that it was to come into force within a year? 

Hon. Mr. Howe: Yes, except that it had a saving clause that it might be 
extended by order in council.. It had to be extended for several reasons; 
one was that there was no new equipment, and no new company to take it over. 

Mr. Hazen: For how-long was it extended? 

Hon. Mr. Howe: One year. 

Mr. Harkness: In connection with these new four-engine planes you are 
getting built at Canadair at the present time, you mentioned that they were 
_ what is known as the DC-6; in reading your report this morning I think. you 
called them the DCM-4. 

Mr. Symineton: DC-4-M. 

Mr. Harkness: Was it the same plane about which you were speaking? 

Mr. Symincton: It is the same plane; but what happened was this, 
_ that the original four-engine plane was called the DC-4. It was just completed 
before the war but the bugs had not been taken out of it and it was on the 
experimental list. In the course of the war the DC-4 was taken as the best 
_ transport basic model and was changed into what became the military version, 
4 C-54. The military version, the C-54, continued on down, C-54—A, B, C, D, E, 
: 


res _ 


and F, if I remember rightly, chiefly by improvements arising out of experience. 
When the Dominion Government made their arrangement with the Douglas 
- people to build a plane here based upon their models to that date it was not 
- the DC-4 original, it was the DC-4 as it had arrived at the C-54E stage. 
_ Then, with the progress of the art Douglas proposed building a bigger and 
perhaps a better plane, I don’t know, which he called the DC-6. Now, the 
- Canadian version of the C-54E, the development of the DC-4 at that time, 
compared with the DC-4M, which was the Canadian version of the DC-4. 
Then we changed that plane by using the inline liquid cooled engine as opposed 
to the reciprocating. 
: Mr. Harkness: That is the Merlin? 
Mr. Symineron: It is an air-cooled engine. 
Mr. Harkness: That is the British Merlin? 


Mr. Symineron: It is a development of the British Merlin. It is an engine 
- developed by Rolls Royce and ourselves as the result of our experience over the 
~ ocean in the last few years, because there was no American engine which could 
meet our requirements which we felt necessary to take the plane we required 
over the North Atlantic. Then the DC-6 incorporated pressurizing, and certain 
changes in the wing loadings with fuel was readopted into our version, and it 
became partly a DC-6, and we talked about it as a competitive model of the 
 DC-6. And I must take the responsibility for having it referred to as a DC-6 
- in the report. Subsequently I received a letter from Mr. Douglas stating that 
he would have his DC-6 completed about the same time as we would be com- 
 pleting our DC-4-M, and he called our attention to the fact that as he was 
_ starting a very big publicity campaign, demonstrations and everything else, that 
our plane while containing pieces of the DC-6 was not in fact the DC-6; at that 
time it was quite different, but he thought he was justified in asking that we not 
call our plane the DC-6; that is the reason I made the correction. 

-* Mr. Harxnuss: I understand, Thank you. Yet, in connection with these 
planes, you say you cannot tell us what they are costing at Canadair? 
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Mr. Symineron:. I cannot tell you that yet. 
Mr. Harkness: Haven’t you a contract? — 
Mr. Symineron: We haven’t a contract, no. 


. Hon. Mr. Howe: They are being built in a government plant at government, 
expense. We do not know what they are doing to cost. 


Mr. Harkness: Is the T.C.A. going to pay for them, or the government? 


Hon. Mr. Howe: The T.C.A. will have to pay for them, but we do not know - 
what we will have to charge them yet. 


Mr. Gisson: They are taking an awful chance. 


Mr. Symineton: That is true. There is another thing I would ike to point 
out, that the T.C.A. personnel are the most highly trained personnel in Canada, 
and although the planes are being built there we have spent a lot of money with 
our men in there assisting in the building of these planes because our experience 
during the war and after the war has been—and the experience of every other 
country too—that they do not want to have to rely upon another country for 
their planes; and may I say that I am glad to see that the minister takes the same 
view, or put it vice-versa; but we were prepared to perhaps be subject to some 
criticism in perhaps being a little behind the US. lines; more so than would have > 
been the case had we gone out and bought new planes there. It would have been 
so easy, and I would have been happy to have gone out and been able to buy 
planes, it would have saved me a lot of headaches as compared to what was 
involved in the setting up of this new air industry in this country. But I am 
perfectly satisfied that we are doing well, and I am perfectly satisfied that the - 
planes that will be built will be better en for Canadian requirements than — 
any planes that we could buy from anywhere else. 


Mr. Gipson: You say that the planes are being built there to help develop — 
a Canadian air industry; does that plant actually make parts, or is it what you~ 
might. call an assembly plant? 

Mr. Symineton: No, they make them; jigs and dies, rejigged and re-died. 
The whole question about the cost of air plants is that it is your first plane which © 
costs you the most, and that your ultimate cost depends on how many you can 
divide the engineering cost into. This is not an assembly plant, it is a construc- 
tion, a production plant having its own jigs, dies and tools and so on. 

Mr. Maypank: What about the engines? 

Mr. SYMINGTON: The engines, the power plant, is made on Canadian plans 
by Rolls Royce in England. Whether they will start a plant out here or not, I 
could not say at the moment. They are more interested, or just as much 
interested in design as anybody else is. They see their chance because theirs 
is the only part of the air construction industry in England that up to the 
moment has’stood up; and, needless to say, they are very, very anxious that 
these planes be a success and have co-operated to the fullest extent with us in 
every way. ) 

Mr. JAckMAN: When you say stood up, do you mean they have done best 
with the developments? | 


Mr. Syminetron: They can possibly compete with the American planes. | 
Mr. JAcKMAN: That is because they specialized in fighter aircraft. 7 


Mr. Symineron: I am not going to give any reason; but I can recall with 
some satisfaction that they tried to force us, or suggested that we agree that 
we use only English built planes. When we went into the subject we told them > 
we could not do it. When we were finished with them they came to the conclu- | 
sion themselves that their planes were not adequate and could not compete with 
the American type of plane. Outside of ourselves I do not know of any country 
in the world that is not buying American planes. | 
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Mr. Harkness: As a matter of fact, I heard reports that Canadair brought 
in about fifty carloads of surplus American DC-4 parts out of which these planes 
_ were being developed and constructed. 

Mr. Symineton: Well, don’t you believe everything you hear. 

Mr. JACKMAN: That is the reason we have a committee like this. 

Mr. Harkness: I don’t believe everything I hear, but I believe there must 
have been some basis in fact for that report. 

Mr. Symineton: There is no use of our disagreeing on that. Certainly we 
bought a very, very large supply of parts and a lot of spare parts for the C-54, 
or the C-54-E, but they were not bought by Canadair as parts for assembly but 
rather on a scrap basis. 

Mr. Harkness: That is what I understood. 

Mr. SymineTon: Because it is from them that they make their Jigs, dies and 
tools, and it is with them that they did the experimenting so as to get better 
features, to improve the plane. What you want to do, and I suggest this to the 

- committee, is to come down to Montreal and I will be very happy to take you 
out there and take you through the plant so you can see the jigs, dies, tools, and 
see the plane, the whole plane being constructed. 


4 Hon. Mr. Hown: When you have eight thousand people Mite in @ 
civilian plant, that is something you never expected to see in the aeroplane 
industry. 
| Mr. Harkness: Might I finish this, please? It was partly due to reports 
of this kind, when I heard this story about this large amount of material. 
bought at scrap prices—ten cents a pound is the figure I got—that I wondered 
what the price would be to T.C.A., what they would have to pay for these 
planes. 
Mr. Syminaton: They were not bought for the purpose of using them in 
the planes; they were bought largely for the purpose of moulding, or using 
them to mould, the jigs, dies, tools, into what they required according to our 
- specifications for the plans as we drew them up. 
| Mr. Maypank: Arising out of that, Mr. Chairman, it would not be a bad 
idea if this committee, or a group of members of the House, or the members 
- of some other committee, could find time to go into that plant and look at 
something of that sort for themselves; an informal meeting having nothing to do 
with the report or anything like that, but if we could take that in, if a trip of 
that kind could be arranged, it would be a very fine thing. 
The CHarrMaAn: I would be glad to do that, but Canadair does not come 
under our reference. 
Mr. Symineton: I would be glad to arrange that. 
Mr. Hazen: Do T.C.A. convert these planes? 
Mr. Syminctron: Yes. 
a Mr. JAcKMAN: How many planes-are you having made at this Canadair 
- plant now; how many planes are being built there for you? 

Hon. Mr. Howe: I do not think the number has been set. I think they are 

working on a tentative order of twenty, which will not be enough. 

Mr. JAcKMAN: But you have no idea of the cost? 

Hon. Mr. Hower: The air force also has a contract in for a military type 
of plane, a four-engine type, and Canadair is loaded with all the work they 
ean do for a while. 

‘ Mr. Symincton: Numbers of course will count. Many people are looking 
q at them right now. Were they completed, right now we could sell, if we were 
permitted to, a large number. Don’t make any mistake, this is a real plane. 

; 64666—43 


. 


242 | SESSIONAL COMMITTEE — 


Mr. Jackman: It is a new plane? A new design? 


Mr. Symineton: Yes. The theory is that it is a combination of the veal 
basic fuselage known and the best power plant known; it may not work out. 
If it does not I will have to jump into the ocean; but, at any rate, we think - : 
it is a good plane. 


Hon.-Mr. Howe: If this committee want to et a contribution, we are — 
looking for a’good name for the plane, it is a four-engine plane, a Canadian 
type. If anybody can suggest a name that we accept we will give them a prize. 

Mr. Mayspanx: You want a new name for this plane? 

Hon. Mr. Hown: Yes. 

The CuHarrMAN: Is there anything else, gentlemen? 

Mr. JAacKMAN: But you have no real idea of what the cost of these twenty 
planes will be? 

_ Mr. Symineton: We have estimates, yes. Our people have estimates, but I 
have no real knowledge; but as I say, Mr. Jackman, whatever the cost of the 
plane is it makes a difference whether you divide it by: twenty, or fifty, or one 
hundred. 

Mr. JAcKMAN: I realize that. 


Mr. Symineton: Depending on how many planes the R.C.A.F. used, and 
how many planes T.C.A. used, and how many planes Australia used and how 
many we can sell to other countries. 3 


Mr. JACKMAN: But if these other countries have tariff rates against the 
- importation of them, we won’t be able to sell many of them? 

Mr. Symineton: I think the air industry in Canada is to be commended. 

Mr. JAcKMAN: I have a clipping here from an American journal, which 
says:— : 
Donald W. Douglas, head of the company whieh built thousands of 
transports and bombers during the war, has just declared that it now 
takes ‘many millions’ of dollars to develop a new airplane, whereas 
before the war it took only several hundred thousand. 


So I am rather concerned with how much these planes cost you. © 


Mr. SYMINGTON: Some planes cost a great deal of money and some cost 
relatively little money. The Constellation plane which is the popular plane 
today and which, in my humble judgment, will not be as good a plane as 
ours, I am told cost $80,000,000 to build the first one. But we were wiser than 
that because we hooked up with another company who had spent many millions 
in developing the DC-4 and then the C-54, from which we went on to our own 
changes, ourselves; so the situation is not comparable at all and it won’t be; the 
cost won't be anything, I hope, remotely approaching any such figure. 


Mr. JAcKMAN: In connection with power plants, you mentioned that you 
were using a special type of Rolls-Royce engine. Now, we observed in one of 
the War Assets Corporation advertisements the other day that they were selling 
Rolls-Royce engines of high power at very nominal prices. I understand that 
some foreign pears have bought such planes in Canada for commercial use 
because those planes are not licensable under our aviation authority here. Were 
instructions given to T.C.A. ean acquiring anysof those new Rolls-Royce 
engines? 

Mr. SyMINGTON: It would be simply ridiculous to suggest using them. I 
would not kill people with them in the service on the north Atlantic. You do 
not understand the difficulties of the situation. That is the toughest route in 
the world and nobody has flown it with the success that we have had. 


Mr. JAcKMAN: Well, our boys used them on long bombing raids? 
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F Mr. Symtneron: That was the trouble. The engine was built for a dash and 
a crash; it was not built for five years of daily slugging it out across the ocean. 
_ Tt is impossible now to use those engines; it would be utterly impossible to fly 
~ them 3,000 miles, going up to 25,000 feet to be safe, when those planes could 
not go above 6,000. 

x Mr. Jackman: 6,000 feet? 

» Mr. Symincton: Yes, across that ocean. Of course they could not. 

Mr. Jackman: And yet they made marvelous record during the war? 


_ Mr. Symineron: Yes; they would dash from England to Germany and back, 
but they never crossed the ocean. 

| Mr. JackMAN: Well, then, what are they doing on this side of the Atlantic? 
} Mr. Symineron: Oh, they were flown from one island to another in order 
- to get them across the ocean; they were never flown directly across. These 
ships which were flown directly across were the big American ships with the 
_ American engines. 

ay Mr. JACKMAN: Those Rolls-Royce engines were not as good as the American 
engines? ‘ 

' Mr. Symineron: The Rolls-Royce engines were all right for night bombing 
and they had plenty of speed and carrying capacity, but they were not built 
to cross the Atlantic Ocean. 

4 Hon. Mr. Howe: This discussion is out of order because we are not buying 
_ them. 

_ Mr. JAckman: No, but you are buying Rolls-Royce engines, and that is a 
question which naturally comes to the mind of the layman. 

4 Mr. Symrncton: We are buying a completely developed Rolls-Royce engine. 
"Mr. Jackman: At the bottom of page 1 of your report you say:— 

aa Where action lay beyond the jurisdiction of the Air Line, recom- 
2 mendations were made to the appropriate authorities. 

__ What are you referring to there? 

ie Mr. Symineron: I was referring to the Department of Transport, because 
_ we have to have air fields and coramunications. If we had to do with the 
' United States, we did it with them. We had to have facilities in our running 
of the air lines and we could not do it ourselves. 

| Mr. Jackman: You simply made application? 

‘ _ Mr. Symincton: Nobody is’ anxious to spend money these days; even our 
_ Department of Transport is pretty tough. 

is Mr. Harkness: You told us a little while ago what the cost of those 
- DC-4M’s would be? . 

F Hon. Mr. Howe: I will tell you after a while what the cost is going to be 
for them; so do not ask Mr. Symington now what the cost will be because he 
_. does not know. 

a Mr. Harkness: I think it would be of some considerable interest to the 
~ eommittee to know what the proposed cost of these planes is going to be. 

Mr. Symineton: I cannot tell you that. ; 

Mr. Gisson: I do not think you should have to subsidize the aircraft 
industry in Canada and charge it up to your operating expenses. 

Mr, Syminaton: I propose to find out about that. 

Mr. Harkness: In view of the fact that Canadair has not had to bear a, 
of the initial cost of developing the planes which you say is of a tremendous 
_ advantage, should you not get planes at a relatively fair price? I was 
wondering what that price might be? 
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Mr, Syminetron: I did not say that they had not done experimental work; 
what I said was that they had an advantage with respect to preliminary work _ 
and. with respect to certain plans, basic plans upon which we had improved but — 
which did require experimental work and a great deal of skill in the making — 
of parts and the making of jigs and tools, but it is nothing like it would have 
been had we started ourselves from the bottom. 

Mr. Harkness: So you should be able to get a plane at a reasonable price? 

Mr. Symineron: I sincerely hope that we do. 

Mr. Hazen: How many planes did you buy in 1945 that you paid for, and 4 
what did you pay for each of them? 

Mr. Symineron: We bought twenty-four. | 

Hon. Mr. Howe: Dakotas. : 

Mr. Symineron: C 47’s or Dakota’s which were a cargo version of D.C.3. — 

Mr. Hazen: Were they new planes? yl 

Mr. Symineton: No, not new planes. We turned them over to Canadair, 
and the first one, the first three that we did, on our own cost plus basis— 
if my recollection serves me—they cost us about $120,000 for conversion. ae 

Mr, Jackman: Each? | ‘ 

Mr. Symincron: Each, for the three new planes of the twenty-one for _ 
which we paid $20,000 each. We have a contract for most. of the work, plus — 
work we are going to do ourselves on them with respect:to safety devices and _ 
some other things; and the cost to us will be about $150,000 a plane. : 

The CuatrMAN: Are there any other questions, gentlemen? ; | 

Mr. JAcKMAN: In acquiring those planes, was there something put into the i. 


budget of the company in order to acquire more capital stock? 

Mr. Symineron: Up to the moment we have taken up only $4,600,000. 
We have reached a stage where our authorized capital is $25,000,000; but as we 
need the money, we will call upon them to buy the stock, to provide it. 


Mr. JACKMAN: You have the issue in request so far? \ 
Mr. Symineron: We have issued a request for the $400,000 to bring it — 
up to the original $5,000,000; but we will go far beyond that, of course. ; 


Mr. JackMaAn: As a good merchandiser, I suppose you have an idea of — 
why the air mail has fallen off? ! 

Mr. Symineton: It is largely because there is no military air mail; that is 
the main reason. The greatest proportion of the mail that we were carrying 
was really service mail to the soldiers. We were carrying all sorts of things, 79 
packages and so on. Everybody was writing letters every day to soldiers and 
they in turn were writing them home. But all that has gone. | 

Mr. JAckMAN: Is the present rate on airborne air mail volume considered 
high? 

Mr. Symincron: No, I do not think it is; it is not so in the States, and — 
I do not think it is here. We are undertaking an advertising campaign to try | 
to popularize air mail, now that we are getting the service and of a sufficient _ 
frequency that they can be assured of getting what they pay for. . 

Mr. JAcKMAN: Is the air mail rate the same in the States as it is in Canada? 

Mr. Symineton: It is one cent more. : 


Mr. Jackman: I notice that you say that additional space was obtained 4 
in the ramp building at La Guardia airport. How do we find the United States 
treatment of our passengers with regard to customs and immigration? | im 

Mr. Symineron: We found it very difficult at first, but we think it is ~ 
gradually working out and improving. I think there is very little to complain 
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about now. These things take time; but once you work through the various 
departments, { think it is working quite satisfactorily. We had too little space 
at La Guardia airport, but we managed to get some further accommodation. 
There were many complaints about the situation there, and I could not blame 
the patrons at all. There are now relatively few complaints. 


a Mr. JackMAN: There are some statistics in regard to air transport 
~ companies which I have seen but which I do not recall right now. I think 
they dealt with the number of employees per plane flown, in order to measure 
one line against another. Are you fathiliar with a common measuring rod or 
rule of some as between lines, referring to the number of employees? 


7 Mr. Symincron: I should think that the per plane mile, or per revenue 
4 mile, would be the real test. : ‘ 
a Mr. JackMAN: Have you got any comparative figures in regard to T.C.A. 


as to whether you have too many personnel or too few? 


Mr. Symrneron: I have figures that we got at the conference in New York 
_ when we were considering rates; and as I explained, our direct costs were 
higher but our indirect costs lower; but in the aggregate there was very little 
q difference. 3 

‘ Mr. JackMAN: I saw some figures from American lines not very long 
ago showing the number of employees per unit of operation. 

| Hon. Mr. Hower: It is not a very scientific unit, because an extra flight 
; would require very little extra personnel. 
Bh: Mr. Symincton: I would say that ours was very much lower, because 
of the tremendous indirect overheads they have over there. They go to great 
extremes and great expense in their traffic arrangements, their advertising and 
_ their public relations, and their giving people this and that. I am filled up with 
gold pens and pencils from American air lines; but they were taking 1t off 
their taxes. They were giving away clocks and everything else. That is my real 
: recompense in this job, receiving the presents that I get from American air 
lines. 
Mr. Harkness: I brought up the question last year as to the amount of 
staff which T.C.A. employed as compared to C.P.A., and I got a few figures 
which are for the month of August last year. I cannot guarantee their accuracy, 
- but C.P.A. carried 15,000 passengers while T.C.A. carried’ 19,000. C.P.A. 
required a staff of 1,002, while T.C.A. had a staff of 3,006. 
: Mr. Symineron: I think I answered you at that time. 

Mr. Harkness: C.P.A.’s total traffic expense’ was $11,000, while T.C.A.’s 
was $42,000. T.C.A. flew 5,836 revenue hours, while C.P.A. flew 4,984, only 
some 900 less. That seems a terrific disparity? 

Mr. Symincron: We carry passengers in a high state of comfort while they 
haul cows and machinery and goodness knows what not up to the north-west; 
so you cannot compare the two at all. The C.P. Air-Lines are at present 
engaged in the study of our methods in Winnipeg because they have found that 
our methods were very much superior. They have asked permission to study 

our methods so that they can revise their operations. 

Mr. Harkness: There seems to be a large disparity in the number of 
employees. 

Mr. Symincton: Of course, the figures you are using in the miles are 
Canadian and the figures of employees include the Trans-Atlantic service and 
_ the B.O.A.C. service, which makes a difference of a thousand or two in the 
figures. 

Mr. Harkness: How do you mean? 
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Mr. Symincton: Well, you have. taken the mileage figures of Trans a 
Canada domestic. | | “a 
Mr. Harkness: Yes. ie: - a 

Mr. Syminaton: But you have added to our employees all the people — 
taking care of the Canadian Government planes that fly the Trans-Atlantic, — 
which is completely T.C.A., and the 900 men that are engaged for the British — 
government or the B.O.A.C. in maintaining or converting their planes so they 
can operate across the North Atlantic. | 

Mr. Harkness: How many men would that take off the T.C.A. total? 

Hon. Mr. Howe: You are comparing totally different services. If a man 
flies into Yellowknife there is no organization there; he is on his own. 

Mr. Harkness: It is a more difficult service. 

Mr. Symincton: Our domestic service represents 2,300. 

Hon. Mr. Howe: The passenger rates are adjusted and everything costs | 
twice as much on the C.P. Air Lines, yet the profits are no greater. 

Mr. Symincton: I might point out too that the majority of their passengers 
on any run they have are on the eleven flights between Victoria and Vancouver. 
We are carrying a number of passengers an average of 500 or 600 miles, which 
makes a difference. | 

Mr. Jackman: We are pleased to note that you have been able to overcome 
the difficulties encountered in retaining R.C.A.F. pilots into civilian pilots. 

Mr. Symincron: I do not know that you want to get on that subject again, 
but I want to tell you that we have spent a million dollars on those boys and 
they are going to be the finest pilots in the world ; but it has taken a lot of time: 
anid money, as I said it would. 

Mr. JAckMaAN: Did it take more money than it would have taken to train” 
raw recruits? | be | 
Mr. Symineron: I am not going to go into that discussion. Are you trying 
to get me into trouble again? You should be more generous. 

Mr. JAcKMAN: If you want to fall into it it is all right. The air force didn’t’ 
take your remarks very kindly. 

Mr. Symineton: If they had been in the committee I think they would not — 
have taken them unkindly. 

The Cuatrman: Gentlemen, what about the report? Shall we pass it? 

Mr. JAckMAN: With regard to the T.C.A. line across the Atlantic, you have — 
had no accidents at all, have you? 

Mr. Symrincton: No. 

Mr. Moore: I would like to ask one question in connection with employees 
of the T.C.A. Do they belong to a union? 

Mr. Symineton: Yes. 

Mr. Moorz: What is the name of the union? a 
Mr. Symineron: Well, there is the Canadian Pilots Association and there — 
is the International Association of Machinists. i i 
Mr. Moore: Do those who work in the hangars and the passenger agents— — 
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_ you might say the ordinary workers—belong to ‘the union also? 


Mr. Symincron: Not those working in the traffic department—not the white _ 
collar men—but the pilots. 5, 


Mr. Moors: The staff does not belong to a union? 


Mr. Symineron: The staff does not belong to a union; but the machinists St 
and the practical men do and the pilots do. 


Mr. Nicuotson: Have you agreements with these different people? — 
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Mr. Symincton: Yes. 
‘is Mr. JACKMAN: Our pilots are paid very much less than the American pilots 
are paid, are they not? 
Ss Mr. Symineron: They do not get very much less now; they get some less 
now. We were the same a year ago, but the demands upon which they are 
striking in the United States, or threatening to strike and the government has 
q stopped them—there is an arbitration going on—are for a very, very high figure. 
__. The Cuairman: Is the report O.K., gentlemen? Perhaps you may think [I 
am too anxious, but we have spent a lot of time on it. 

Mr. JAckMaANn: Our post office contract runs for a while longer, does it? 


Mr. Syminaton: No, the Ist of April—a new contract. 
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«Mr. Jackman: You have just renegotiated a contract? 
' _-—sCOMr. Symineton: We have just renegotiated a contract. 
- Hon. Mr. Howe: On the basis of the last amendment to the Trans-Canada 


4 Act made last year. 
4 Mr. JACKMAN: Shall I ask some questions as to the terms of the contract? 
P Mr. Symrncron: It is a contract whereby we pay for the first year 1-5 mills 
_ per pound mile and that successively each year declines to ‘9 mills. 
a Mr. JAcKMAN: That is per pound of mail? 
_ Ss Mr. Symineton: Per pound mile. 
Mr. Harkness: How much did it decline a year? 
Mr. Symincron: It declined from 1-5 to 1:4 down to +9 mills. 
Mr. Harxness: It declined -1 of a mill every year? 
Mr. Symrineton: It declined +2 mills. 
ie Mr. JAcKMAN: There is no way of relating that to the old method, is there? 
xs Mr. Symrneton: Let me get this right because I did ask questions about it 
myself. We are paying this year 1:5 mills. Had we paid on the volume of 
mail for the first three months under the old contract it would have been 1-76 
mills. “f 

Mr. Jackman: How does it. compare with the 41-98 cents? 
e Mr. Symincton: That is it. Had we continued the old agreement for the 
first three months this year it would have been 1-76 mills, and the new contract 
starts at 1-5 and goes down to -9. , 
3 Mr. Jackman: You have a firm contract with them now and your over-all 
"success is no longer a factor in the fixing of the air mail rate? 
4 Mr. Symincton: We are on our own under the firm contract and we are 
& going to run our own lines. 
oe Mr. Jackman: As my friend Mr. Hanson would have said, you are no 
longer on the wing of the post office? 
oe Mr, Syminaton: We may have flown on one wing of the post office but the 
other was on the public. At any rate we are flying our own line now. 
- { The Cuairman: Is that O.K., gentlemen? Now, we have a problem to 
solve. It is two minutes to six. Do you want to go into these statements with 
| ‘a the auditors or not? r 
___-Mr. Syminaron: They are set out in great detail. 
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The Cree We nites oe iaiite: ‘a few q es tions bout. : 
adopt the report and auditor’s statement? I will tell you one difficul 
have; we can get a committee room at 11.30 tomorrow morning for a while. — 
Now, if you are not content to accept this statement we could sit tonight, but ie 
we have covered quite a lot of ground. a i 


Mr. Emmerson: I move that we adopt both reports. 
Mr. McCuutocu: I second the motion. — 


The CHarrMAN: It is moved that we Saas the report as contained in the i, 
book. . : 
-. Carried. | ue < 


The Cuairman: Thank you, gentlemen. That is fine. I ee that. biked oe 
gentlemen will appreciate your attitude as much as I a We will meet again a 
at the call of the Chair. ; is ae 
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INCOME ACCOUNT Ree: aa 
Gross Revenue: . — : 1945: ‘: 1944: 
Passenger’ J Pitueion sc ue Sarees Gate eee ea emer Tee WT AR LN $ 5,462,939 77 $ 4,456,767 45 
INS Kg Cae Bere SA ae CMR ATG ANG ARTI, ake MORE. Sou ata, 4,250,989 06 3,802,395 26 
Expresan aiAcanee se ate lan aoe, PN LAR Doua ON H LEG I IA Gs aia Si 307,386 62 326,236 
EXCESS CTS AD Aen TO oie 12), ania Maat CNet Oden aA UU eg ume nese 53,7910: 04: 50,279 72 — 
Tyici dental sServices-aNebou 4. auth eda ee heme ano 437,532 49 556,843 52 
RPO BN i ater Es We UT act, RNR Bai Ws ale neat $10,512,587 98  $ 9,192,522 13 : 
Operating Expenses: B. 
Aireraft Operation, Maintenance and Depreciation......... $ 6,082,353 64 © $5,213,447 62% . 
Ground Operation, Maintenance and Depreciation ......... 3,218,016 52 2,872,546 70 
Traffic and General Administration ................0.0- se 954,615 00 813,541 24 
Ear N CCT UL bebe hee Gils yiglh iG asto Vid MAN coe Me stata here ccgn ae oiae Ca ede 45,296 42 48,852 76 a 
$10,250,271 58 $ 8,948,388 41 
Pabercest il UCOMET*O EOL EN: Ohne oo tee lee le ee ee 29,620 64 19,160 96 
inieomenmunarcesd Wig ye eis uA sh ie ols hens ter Meee Ss ae 29,164 55 25,885 39 
inverest ony Gapibhal Invested costs, . aca kon eka eee ee 230,000: 00 _ 230,000: 010 Ee 
i sf URAL Ca eg BR een at Ss RS Cai $10,479,815 49 $ 9,185,112 84. 
SIL DUUS ee a roe, Laan saa) gi iittacae kta spon ie eet aS 32,772 49 §$ 7,409 29 
STATISTICAL DATA 
1945 1944 
oie nviiteage “Opermbedis x). us cou suk. oe Sete cs Se ee ae aba 5,299 5,299 
Plane) .vales kK lown—cRevenue 00 CN oe i INS Seer Se) aN Ree ae 10,506,075 9,110,474 
liane Miles). Klown: with Revenue Mail . oa, ee eo eee ey iO. E27 243. 9,046,866 
Plane Miles Flown—Non-Revenue ............eeccecccececvetecaves - 1,040,152 924,331 
Revenue Passengers Carried ...... AMAT a SR Wht Sabai en eS tiie Sa dee ALE SS, 183,121 2 156,884 
Percentage of Passenger OCCUPANCY) eeaiiys wed, tee Sa eee el ae, oem ma 84 84 
Average Passenger Journey—Miles .........c 0c. ccc cave wecaccceuces 579) 538 
Air Mail BEN Wea te-ed Saab Cea = BURP RI he OL ch ate MER: Ora Oe NeM aun onteitadl oath Mike Lr 30 Sr: 3,429 232 3,739,105 
EE XBrese MOAT CG — PONDS, |. 8c te dea eh, ka te cart (Ma sume 950,323) 856,016 
Pxcess Dagcase ‘Carried =—Pounds wiiioh. ck es cod oe ees ee 311,612: 261,731 
AIRCRAFT OPERATION, MAINTENANCE AND DEPRECIATION 
: 1945. 1944 
BER eeny AUIS OL ORSON Fed "tcl, gots win bir mi) a WRONG lan Oe aaa ea ee $1,047,762 32 $ 842,053 25 
602 Flying Personnel Supplies and Ticheeens phe ARTS Me ae eee mionitoe 182,108 34 118,001 6'7 
CUS maaavera tt Hn gine ue lg i 8 a Al RTs Be oe Waa ie ae a 1,303,157 34 1,147,161 09 
COCA rena ttn oine 4 OLS iii 2, icc wee tudes Beene ec en Ra et 47,905 110: 39,515 42 
605 Passenger Supplies atid *Hixpendes erst ak nese chee, 26,710 76 22,754 04 
60>) Passenger?’ Meals: (Aircraft)-i4 1 oe ee 2103860 40 212,871 18 
605 Passenger Interrupted Flight Expenses ......)....:.00..- 53,710 78 42.668 79 
BOe DR egrance veep task. cana Go) eS hnGes seer pd amb aeane en 15,995 16 18,567 35 
608 Servicing—Labour and Supplies ...0...5 00 0.02.0.0 000405 .. 607,649 61 561 (972 60 
611 ‘Aircraft 4 ANY of NE gO RE ome ee are ad a AP Wa he Rly 702,484 51 642, 842 33 
O12’ Aincrath..Peopeller|) Repairs: 2.0. 2. jas) oe ee ri Nae ee kee 30,866 34 - 44,185 64 
Drosera) IStLMIMment ILeDalTeensn ecru atom owe rien lee eee eee 62,685 19 2,097 10 
Ginna reratt  Hingine,) Repair ey oe Ayub oy eee eee atte ae rae 597,985 15 570.084 24 
615 Aireraft | Communication Equipment Repairs .............. 42,519) 55: 49,932 73 
616 Miscellaneous Flying Equipment Repairs ................ 36,870 28 28,680 26 
617 Flying Equipment Tnanaaniiget 2:4 we Sans SMR nea Ne Ra 141,763 001 177,981 25 
618 Liability and Compensation Insurance ................... 132,385 73 105,879 83. 
Oa OL nerullyine ta xpenses eas 25 Aa eee Ai Mone cme CR ae free) ae ke 10,323 74 4.574 39 
op uacroralt—~Depreciation has ates «uhh Gemeente nie enae 449,270 95: 304, 230 21 
ior eropeller— Depreciation aiac 0) h\ Cee dee eee oe ee ee ae 36,931 70 29 016 17. 
626° Aircraft Hngines—Depreciation ... 00. 2.60.0. le ccc ce 276,295 22 _ 228,520 59 
627 Aircraft Communication Equipment—Depreciation ........ 22,782 28 23,715 46 se 
628 Miscellaneous Flying Equipment—Depreciation............ \ 380. 19 1,142 03 =m 


$6,032,353 64 


$5,213,447 62 
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‘GROUND OPERATION, MAINTENANCE AND DEPRECIATION 


. 1945 1944 
Superintendence \......0-.e eee eee eee tenes et ieee eau $ 368,702 81 $ 315,021 66 
Airport and Hangar Employees ....-.--- +++ sess eeeeeeees 972,165 65 812,191 97 
Communication Operators 1.0... cece eee ee terete eens 293,427 61 241,530: 13 
Travelling and Office Expenses ........+- seer reser renee 440,613 78 385,596 77 
Light, Heat, Power and Water ......-.1-e eee ee eset ees 95,811 04 79,718 62 
Rent of Fields, Buildings and Offices ..........---see sees 133,5106: 87 106,383 91’ 
Rent and Expense of Motor Vehicles .........-+++++++: 27.861 74 24,419 43 
Communication Equipment Repairs ...-..-.+--s seer eee 55,396. 36 59,270 29 
Hangar Equipment Repairs, Supplies and Expenses........ 32,976 37 23,977 28 
Shop Equipment Repairs ...-...6... eee et ere eee e eens 37,012 35 39,325. 80 
Motor Vehicles Repairs .......%-.+ee eee nee eee nl! * eee 32,466 48 29,345 89 
Furniture, Fixtures and Office Equipment Repairs ....... 16,897 42 22,771 86 
Miscellaneous Ground Equipment Repairs ...........++-- 12,055 08 10,093 69 
Buildings and Other Improvements Rep aieeuen oa a scqiee ss" 64,159 37 76,748 47 
Shop Expenses—Indirect Labour and Matera ba es okey Swear cols 181,408 89 189,792 83 
BE TOR Hx PETISE We c's 2 te aides ogeerrinis |é moe scrytinlsut ua tn eae On > 114,580 13 103,181 33 
Stores Expense—Inventory Adjustments ......-...+++-5: 29,776 71 7,188 65 
Buildings, Material and Ground Equipment Insurance .... 12,403 08 10,826 54 
Ground Liability and Compensation Insurance ........... 28,142 10 2:7,303. 01 
Other Ground’ Hxpenses 2.22. 20. eee ee eee tenes 93,611 79 90,576 67 
Express “Hixpenses 1.0) Pope ee ete cece ene ea es 115,598 90 121,080 37 
Depreciation on Ground Facilities ........+..+-seee reese 118,995 41 110,528 92 


$3,218,016 52 $2,872,546 79 


TRAFFIC AND GENERAL ADMINISTRATION 


1945 1944 
Salaries and Wages—Traffic ...... ss seer e reer eens $ 304,202 53 $ 234,306 67 
Travelling and Office Expenses—Traffic ........--2++-05 78,738 08 67,922 66 
Pentlod cratic OMCs 6 ou teas Selle ee ee eke Sr eins fy ee 37,922 00 * 29,413. 25 
Agency Commissions 0s... .0 seer te eect er tee tree reer eees 27,376 64 27,632 28 
PAU tial es eG cttw tet creat ee wads dee tame mis Sore cits #9. gin.9 64,197 83 64,285 69 
Other Mivatticn Mxpenhses oi ct cele gd eae a ea 7,232 64 10,286 05 
Salaries and Wages—General ....-...eeereee eee tereees 197,142 40 155,851 34 
Travelling and Office Expenses—General .........++ee005- 39,146 04 27,249 66 
Orice Renvals—General ae Ale le ie genre teins eet emit es ey 625 50 
Administration Charges from Affiliated Companies’ ..:..... 50,000 00 45,000 00 
EP eteo eb gle irapree Oa lee Og Rapa ACCC eer Seah a a aa Ra dy 125,781 92 133,220 14 
eae EL PC alte ea RRE NORDIN EWG UNI ay RE RCT, RO Coc ma I eG 1,865 20 1,876 35 
Other General Administration Expenses ....--++-++-+++-: 20,999 77 15,871 65 


$ 954,605 00 $ 813,541 24 


. GENERAL TAXES fi 
Groreral, LAxeH lo ctaes setae seas tele se ergs ene emt ae $ 45,296 42 $ 48,852 76 


TRANS-CANADA AIR LINES 
15th. March, 1946. 


Tum HonourABLE THE MINISTER OF RECONSTRUCTION AND SUPPLY, 
Orrawa, CANADA. 


Simr,—Acting under your authority as provided in The Trans-Canada Aur 
Lines Act, 1937 as amended 1945, we have audited the accounts of the Trans- 
Canada Air Lines for the year ended the 31st. December, 1945, and we now 
submit our report thereon. 

The Air Lines has not been included as a constituent unit of the National 
System although 100 per cent stock ownership of the Air Lines is vested in the 
Canadian National Railway Company. 

AS - Supplementing our audit certificate appended to the accounts published by 
the Air Lines, we make the following comments on the income account and 
balance sheet:— 
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Income account is ve 
The income account reflects the results of air operations in Canada, the — 
United States and Newfoundland and of agency services rendered mainly to” } 
the Canadian Government Trans-Atlantic Air Service and the British Overseas ay 
Airways Corporation. ei 
Mail revenue is based on the composite rate of 41.98 cents per plane mile — 
flown in approved mail services in accordance with the Trans-Canada mail _ 
contract, as compared with 42.03 cents in 1944. 4 
The surplus amounting to $32,000 for the year 1945 is summarized here- 4 
under :— ) | 


Surplus after making provision for the general expenses of 


operation but before interest and depreciation.............. $ 1,167,000 
Heese in teres bao eusie Ore Tare: Cony RAM iG jon ha deena iow or da 230,000 
purplos; before depreciation: tries ee ee ie ee anes $ 937,000 
Less: depreciation .......... zane AAG! ced ania tenatag TRE tn es Ln Of A Sa 905,000 

DUT DLR eS Me a NI et Ae DN nk RTO $ 32,000 


The general expenses of operation largely consisting of wages and materials 
include the following items, reference to which may be of interest:— 

(a) Administrative charges by Canadian National Railways; | 

(6) Rentals of landing fields, hangars and other buildings, airport offices ete; 
(c) Personnel training costs; 

(d) let overhauls of flying equipment operating on extended service 

ife; 

(e) Pensions covering 7 

(I) Company’s portion of accruals under the Air Lines 1943 plan, and | 

(II) Company’s portion of accruals for transferred employees remaining 

under the C.N.R. 1985 plan; day 


(f) Insurance premiums on risks carried both by the insurance fund and 
outside underwriters, and 


(g) General taxes. 


j 

Interest is applied at the fixed rate of 5 per cent on the “Capital Invested” ‘ 
in accordance with the requirements of the Trans-Canada Air Lines Act, 1937.4 
For the purposes of the act, the paid-up capital stock is taken as representing — 
the “Capital Invested”. | 

Depreciation of flying equipment is based on estimated “service year” 
life for airframes and “flying hour” life for engines, propellers and hubs. ; 
Depreciation of ground facilities is based on the estimated “service year” life. } 
In the establishment of depreciation rates for air operations the factor of a 
obsolescence is taken into account and such rates are amended from time to | 
time to conform, as far as practicable, to actual experience. a 

We have received the customary certificates from the responsible officers 
of the Air Lines relating to current maintenance and physical retirements of — 
capital assets. ; 

Administrative charges by Canadian National Railways do not include any a 
amount for the services of the President and Directors of the Air Lines who con- _ 
tinue to act in such capacities without remuneration. q 

Rentals of landing fields, based generally on the number of operating — 
schedules, are paid to the owners and operators of the various airports used by as 
T.C.A. in Canada and abroad. Rentals of hangars and other buildings, airport — 
offices, etc., are paid to the same agencies in those cases where the T.C.A. has not ; 


2 gees 
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als a 4 
constructed such facilities. In relation to all agencies both in Canada and 
abroad, the T.C.A. is in the same category as the privately owned lines with 
respect to the use and rentals of landing fields and other aviation facilities. 

- The surplus for the year shows an increase of $25,000 in comparison with 
- 1944. The increased gross revenue was offset largely by increased costs of 
_ operation and maintenance; depreciation provision for additional equipment 
and increased traffic and general administration expenses. An important factor 
in the increased costs of operation was the extensive personnel training program 
 earried out in anticipation of the expansion of air services in Canada and to the 
- United States. The costs of personnel training for the Atlantic overseas opera- 
tions were charged to the Canadian Government Trans-Atlantic Air Service. 

_ Balance Sheet | 

Temporary cash investments are represented by Dominion of Canada 
securities held for general corporate purposes free of any Reserve and their 
_ year-end market value exceeded the book figure. i 
| Current assets exceed current liabilities in the amount of $2,650,000 equiv- 
alent to a working capital ratio of 2.1 to 1. This compares with $2,611,000 
and 2:6 to l respectively in 1944. The working capital position of the Air Lines 

ig maintained under conditions similar to those prevailing in privately owned 

enterprises financed only by way of share capital. The Air Lines differs form 
the National System and West Indies Steamships in that is has no Government 
loans against which the cash from surpluses is to be applied. 
The deferred charge for research and development expense is composed of 
engineering and other staff costs, shop work, etc., in connection with the manu- 
facture of the DC-4 aircraft. 
be The insurance fund is composed principally of Dominion of Canada securi- 
ties together with cash. The year-end market value of the securities exceeded 
the book figure. There were no major loss claims reported outstanding at the 
date of the balance sheet but it is well to bear in mind that the risk coverage 
includes, inter alia, 100 per cent passenger liability and damage to the property 
of others. The fund increased $227,000 during the year. 
Ps: Investments in property and equipment are carried on the basis of cost. 
The net additions and betterments during the year amounted to $701,000, the 
principal expenditures being for the purchase of three DC-3 aircraft including 
engines, conversion thereof and the purchase of two spare power plant assemblies. 

Accrued depreciation covers the period from the inception of operations in 
1937 to 1945. 

The inventory reserve relates to the potential loss from surplus stores based 
on the presently estimated service life of the Lockheed aircraft. During the 
year the reserve was reduced $23,000. | 
ae The amount of the paid-up capital stock remained unchanged in 1945. The 

authorized capital stock, however, was increased from $5,000,000 to $25,000,000 
during the year undcr the 1945 amendment to The Trans-Canada Air Lines Act, 
1937. 

Surplus covers the years 1940 to 1945 inclusive. 

In respect of pension plans, it should be noted that:— 


(a) Under the Air Lines 1943 Plan, which is maintained on an accrual 
basis, the joint cash contributions ‘by the company and employees 
presently in service are invested through the separately admini- 
stered pension trust fund, the accounts of which are not included 

i with those of the Air Lines. The assets of the separate pension 
trust fund amounting to $877,000 are in the form of Dominion of 
Canada securities together with accrued interest anid cash. Apart 
from the foregoing, the company has made provision in its accounts 
covering employees’ contributory rights not yet exercised. 
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under that plan, the accruals for which the company i dle in 
respect of transferred employees being pe to the Cana dian 


National Railways. ) ‘ eee: ee 
a Where foreign currencies are involved, the accounts ey the: ae Lines. are 
Wh ae stated i in Canadian funds converted at the par of exchange. . ‘ 


Ph ba n , ’ 


nas ‘The test audit of the Air Lines for the year 1945 was similar in scope to 
‘ae Oe that of the National System previously outlined in this report. 
are Yours Ten ndee 


GEORGE A. TOUCHE & CO 


The Committee adjourned at 6.00 p.m. to meet at the call of the chair. 


FRIDAY, AUGUST 16, 1946 


x 


MINUTES OF PROCEEDINGS AND THIRD REPORT TO 
| | HOUSE OF COMMONS | n 


‘ 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1886 


House OF Commons, as 
Fripay, 16th August, 1946. 


Bea ab Rake Sessional Crane on Railways and Shipping owned, operated and 
ol controlled by the Government met this day at 10.30 0 clock a.m. The Chairman, — 


_S. M. Clark, presided. 


= Members present: Messrs Clark, Belzile, Gibson (Comox-Alberni) , jostnee 
ockhart, McCulloch (Pictou), McLure, Moore, Mutch and Nicholson—10. _ 


The Chairman read the draft of the Third Report of the Committee. 


_ _ Consideration followed. 
On motion of Mr. Gibson, it was unanimously 


-_ Resolved, That there be inserted a paragraph to indicate the appre aaa 
of the Committee of the valuable contribution to the national war effort of = 
both the management and employees of the nationally owned, operated and i 


controlled transportation systems. | ei. 
On motion of Mr. Belzile, it was ‘ ihe 


Resolved, That the draft of the Third Report as thus amended, be ‘cabavea 
presented to the House and concurrence therein be asked. 


At 10.50 o’clock a.m., the Committee adjourned sine die. 


T. L. McEVOY, 
Clerk of the Committee. 
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REPORT TO THE HOUSE OF COMMONS 


Monpay, 19th August, 1946. 


ee The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


Tuirp REPORT 


Br Your Committee had referred to it, on the 12th, 15th and 16th April and 8th 

May, 1946, the following matters, namely: 
(a) Annual Report of the Canadian National Railways System for the 

year ended December 31, 1945; 

(b) Annual Report of the Canadian National (West Indies) Steamships, 

Limited, for the year ended December 31, 1945; 

(ce) Annual Report of the Canadian National Securities Trust for the 

year ended December 31, 1945; 

(d) Annual Report of Trans-Canada Air Lines for the year ended 

December 31, 1945; 

(e) Report to Parliament of the firm of George A. Touche and Company, 

auditors of the accounts of the Canadian National Railways System, 

Canadian National Railways Securities Trust, Trans-Canada Air Lines 

and Canadian National (West Indies) Steamships, Limited, for the 

year ended December 31, 1945; 

(f) Financial Budget of the Canadian National Railways System and the 

Canadian National (West Indies) Steamships, Limited, for the year 

1946. 


a Your Committee held 9 meetings in the course of which the said Reports 
__were severally examined and unanimously adopted. 

Your Committee noted with satisfaction that the income surplus of the 
- Railway System in 1945 was $24,756,000 but Mr. R. C. Vaughan, CoM:GS 
Chairman and President, Canadian National Railways System, pointed out to 
the Committee how increases in wage rates and material prices were constantly 
_ increasing the cost of operation and he warned that as traffic recedes from its 
__ wartime intensity such higher costs would prevent a continuance of the favour- 
able financial results which the System has been able to report for the past 
five years. Mr. Vaughan also gave to the Committee a statement with respect 
to the Fixed Charges of the System which contained a recommendation that 
the Government accept Income Bonds of the Canadian National Railway 
Company in payment of the amount owing by the Railway to the Government 
for repatriation of British-held securities of the Canadian National Railway 
— Company. 

a The financial budget of the Railway System for the calendar year 1946 
a shows the estimated income surplus to be $7,500,000 with the net requirements in 
the Capital Budget estimated to be $22,550,000. This includes $9,777,000 
for retirement of funded debt and $8,863,000 for the purchase of new rolling 
stock and $7,000,000 for the acquisition of the lines of the Manitoba Railway 
Company. The Budget for 1946 was approved. i 
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ships, Limited, re 
of $1,116,000. A : 
at length the operations of the Line from the inception of the service in 192 


The Financial Budget. of the Steamships Company for the year 1946 shows — 
an estimated income surplus of $416,000 and capital requirements of $4,200,000 — 
for the purchase of four vessels. This purchase is the initial step in replacing — 
vessels lost during the war. No Government funds are required as the cost — 
will be financed from the Company’s Steamship Replacement Fund. Thess 
Budget for 1946 was approved. | — 

In reviewing the Trans-Canada Air Lines’ accounts for the year 1945 it © 
was noted that the authorized capital stock was increased from $5,000,000 tos 
$25,000,000 under the 1945 amendment to the Trans-Canada Air Lines’ Act, © 
1937. In its 1946 Budget the Canadian National Railway Company indicated 

it may be required to meet additional calls on this capital stock to the amount — 
~ of $14,000,000. . 2 a 

Your Committee is most anxious to put on record an appreciation of the — 
valuable contribution to the national war effort of both the management and 
the employees of the nationally owned, operated and controlled transportation — 
systems. : 
The task of your Committee was facilitated by the valuable assistance ols 

Mr. R. GC. Vaughan, C.M.G., Chairman of the Board of Directors and President 
of the Canadian National Railways System, of Mr. H. J. Symington, C.M.G., — 
K.C., President of Trans-Canada Air Lines and their respective officers who — 
willingly supplied all information requested of them. Your Committee desires — 
to place itself on record in appreciation of this fact. — 2a 
A copy of the minutes of proceedings and evidence taken before your Com- — 
mittee is appended. > ae 

All of which is respectfully submitted. 


ne 


S. M. CLARK, s 


a 

a. 
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Chairman. ve 
By leave of the House, 

Concurred in this day. 
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RAILWAYS AND SHIPPING 


Owned, Operated and Controlled by the Government 


MINUTES OF PROCEEDINGS AND EVIDENCE 
NO@ i 


MONDAY, APRIL 28, 1947 
TUESDAY, APRIL 29, 1947 


_ CANADIAN NATIONAL RAILWAYS ANNUAL REPORT 


(1946) 
i 
.. WITNESSES 
Bs Mr. R. C. Vaughan, C.M.G., Chairman and President, Canadian National 
Ay Railways ; 
Mr. N. B. Walton, C.B.E., Executive Vice-President, Canadian National 
- Railways; 
Mr. T. H. Cooper, Vice-President and Comptroller, Canadian National 
Railways. 
OTTAWA 


EDMOND CLOUTIER, C.M.G., "B.A. La ot 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1947 
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ORDERS OF REFERENCE 


Tuurspay, 13th March, 1947. 


 Resolved,—That a Sessional Committee on Railways and shipping owned, 
‘operated and controlled by the Government be appointed to consider the accounts 
‘and estimates and bills relating thereto of the Canadian National Railways, the 
Canadian National (West Indies) Steamships, and Trans-Canada Air Lines, 
saving always the powers of the Committee of Supply in relation to the voting 
“of public moneys; and that the said Committee be empowered to send for persons, 
“papers and records and to report from time to time, and that, notwithstanding 
‘Standing Order 65, in relation to the limitation of the number of members, the 
said Committee consist of Messrs.: Belzile, Bourget, Chevrier, Clark, Emmerson, 
‘Gibson (Comoxz-Alberni), Harkness, Hatfield, Hazen, Jackman, Kuhl, LaCroix, 

ockhart, Maybank, McCulloch (Pictou), McLure, Moore, Mutch, Nicholson, 
Picard, Pouliot, Reid, Warren. 


Turspay, 15th April, 1947. 


Ordered,—That the name of Mr. Lapointe be substituted for that of Mr. 
icard on the said Committee. 


Tunspay, 22nd April, 1947. 


— Ordered,—That the Annual Reports for 1946 of the Canadian National 
Railway System, the Canadian National (West Indies) Steamships Limited, 
and the Canadian National Railways Securities Trust, tabled this day, be 
referred to the said Committee. 


Ordered —That the Resolution passed by the House on March 4, 1947, 
“referring Estimates for the financial year 1947-48 to the Committee of Supply, 
be rescinded in so far as the said Resolution relates to Vote 434, Maritime 
reight Rates Act—Canadian National Railways; 

— Vote 435, Maritime Freight Rates Act—Railways other than Canadian 
National ; 

Vote 479, Prince Edward Car Ferry and Terminals—Deficit 1947. 

_  Ordered,—That the said Votes Nos. 434, 485 and 479 be referred to the 
said Committee. 


WEDNESDAY, 23rd April, 1947. 


. Ordered,—That the Financial Budgets of the Canadian National Railways 
and the Canadian National (West Indies) Steamships Limited, for the calendar 
year 1947, tabled this day, be referred to the said Committee. 
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& SESSIONAL COMMITTEE 
-“-'Tuurspay, 24th Nace 1947. 


Ordered,—That the Report to Parliament ai George A. Touche and 
Company, Auditors for the Canadian National Railways System, for the year 
ended December 31, 1946, tabled this day, be referred to the said Commit’ 


Ordered,—That the said Committee be empowered to print, from dam tol 


day, 500 copies in English and 200 copies in French of its minutes of proceedings 
and evidence, and that Standing Order 64 be suspended in relation thereto. 


Mownpay, 28th April, 1947. 


Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. , 
Ordered,—That the quorum of the said Committee be reduced from 12 
to 8 members, and that Section 3 of Standing Order 63 be suspended in relation 
thereto. er 


Ordered,—That the Annual Report of the Trans-Canada Air Lines for the ; 
year ended December 31, 1946, tabled this day, be referred to the said Commnittee. f 


Ss y 
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VASO TESTES April 30, 1947. 


Ordered,—That the name of Mr. Dion (Lake St. John-Roberval) be substi- 
tuted for that of Mr. LaCroix on the said Committee. | 


Attest a 
ARTHUR BEAUCHESNE, 


Clerk of the House. 


REPORT TO THE HOUSE 
Monpay, April 28, 1947. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, begs leave to present the following as a 4 


Ze 


First REPORT 


Your Committee recommends: 


1. That it be empowered to print, from day to day, 500 copies in Enplishll 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto; 


2. That it be granted leave to sit while the House is sitting; 


3. That its quorum be reduced from 12 to 8 members, and that Section 3 of 
Standing Order 65 be suspended in relation thereto. 


All of which is respectfully submitted. 
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S. M. CLARK, 
Chairman. 


MINUTES OF PROCEEDINGS 


Monpay, 28th April, 1947. 


~The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met at 11.00 o’clock a.m. 


4 Members present: Messrs. Chevrier, Clark, Emmerson, Harkness, Hazen, 
Jackman, Kuhl, LaCroix, Lockhart, McCulloch (Pictow), McLure, Mutch, 
- Nicholson and Warren. ; } 

“ On motion of Mr. McCulloch (Pictow), seconded by Mr. LaCroix,— 

| Resolved—That Mr. 8. M. Clark be Chairman of this Committee. 


- Mr. Clark took the chair. He thanked the Committee for the honour con- 
- ferred on him and expressed the wish to discharge his duties to the satisfaction of 


a 

P, ~ On motion of Mr. Lockhart,— 

4 Resolved,—That the Committee ask leave to print, from day to day, 500 
copies in English and 200 copies in French of the minutes of proceedings and 
evidence. 

On motion of Mr. Mutch,— 

Resolved,—That the Committee ask leave to sit while the House is sitting. 


1 -- On motion of Mr. McCulloch (Pzctow) — 
4 Resolved,—That the House be asked to reduce the quorum of the Committee 
. 


q The Committee considered the agenda for future meetings. After some dis- 
cussion it was agreed that the Annual Report, 1946, of the Canadian National 
Railways would be considered at the next meeting and the Committee would 
proceed, as convenient, to other questions on the agenda. 


_ The Committee adjourned until Tuesday, 29th April, at 11.00 a.m. 


Turspay, 29th April, 1947. 


_ _. The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government, met this day at 11 o’clock am. The Chairman, 
S Mr. Ss. M. Clark, presided. 


x Members present: Messrs. Belzile, Bourget, Chevrier, Clark, Emmerson, 
— Gibson (Comox-Albernt), Harkness, Hatfield, Hazen, Jackman, Kuhl, LaCroix, 
~ Lockhart, McCulloch (Pictou), McLure, Moore, Nicholson, Lapointe, Pouliot, 
Reid and Warren. (21). 

| #Mr.R.C. Vaughan, President, Canadian National Railways, was called. He 
~ read the 1946 Annual Report of the Canadian National Railways and was exam- 
ined thereon. He was assisted during the examination by Messrs. N. B. Walton, 
_ Executive Vice-President, and T. H. Cooper, Vice-President and Comptroller, 
_ Canadian National Railways. 


The witnesses retired. 


1m 


day. 


Nicholson, Lapointe, Pouliot, Reid and Warren. (17). 


presided. eat: 


_ Members present: Messrs. Bourget, Clark, eet ‘Hatfield, Hazen, 
Jackman, LaCroix, Lockhart, McCulloch (Pictou), McLure, Moore, M Le 


Consideration was resumed of the 1946 Annual Rous of the Canac 
National Railways. 


Messrs. Vaughan, Walton and Cooper were recalled and further examin 


? 
Ce 


On motion of Mr. McCulloch (Pictou) — . : e 


-Resolved,—That the 1946 Annual Report of the President of the Cana 
National Railways be adopted. 


The Committee adjourned until Wednesday, 30th April, at 10.00 fe 


J. G. DUBROY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


a ; Hovusz of COMMONS, 
EP April 29, 1947. 
a The Standing Committee on Railways and Shipping met this day at 11 a.m. 


-. The Chairman, Mr. 8. M. Clark, presided. 
The CuamMman: Gentlemen, we have a quorum so let us come to order. 
First may I, on behalf of the committee, extend a welcome to the C.N.R. officials 
who are making their annual visit to us; we are always glad to see them. The 
arrangement of this room is not the best and we will see what we can do about 
it before our meeting this afternoon. 
= Mr. Lockuart: Did you say this afternoon’s meeting? 
’ The CuarrMan:-That is, if the committee agrees, Mr. Lockhart; I will put 
: it that way. 
: Mr. Locxuarr: That sounds much better. 
’ The CuarRMAN: I believe our practice in the past has been to ask Mr. 
_ Vaughan to read his report and after making that report to make such comments 
as he wishes and then he will be open for questioning. If that is agreeable to the 
members of the committee I shall ask Mr. Vaughan to proceed now with his 
report. 
3 Mr. R. GC. Vaueuan, C.M.G. (President, Canadian National Railways): 
i 


Monrreau, March 15, 1947. 


- 
; The Honourable LioNEL CHEVRIER, K.C., M.P., 
4 Minister of Transport, 
i _ Ottawa. 
4 Sir,—In conformity with The Canadian National-Candian Pacifie Act, 1936, 
the Board of Directors submit the following report of the operations of the Cana- 
dian National Railways for the calendar year 1946. 
‘4 The repatriation of Canada’s armed forces has been completed and during 
' the year large numbers of wives and dependents were also carried from dockside 
‘to various parts of the country. The change-over from a war economy to one 
-__ of peace perplexed the world with urgent and serious oroblems, of which Canada 
had its share, and produced for the Canadian National System, as a vital public 
utility, a difficult year. Return to a normal flow of traffic was hampered by 
reconversion in industry, by strikes, and by shortages of rolling stock, conditions 
~ eommon to all railways in Canada and the United States. 
Nevertheless, railway traffic moved in heavy volume and, measured in train 
miles, was only 3-8 per cent below the traffic of 1945. In revenue earned, how- 
ever, the decrease was 7-7 per cent. The savings in operating costs from the 
reduction in traffic were far more than offset by increased rates of pay and 
increased prices for fuel and the materials used in railway operation and main- 
. tenance. 
With revenues reduced and expenses increased, it was inevitable that the 
net income should be sharply decreased in 1946 as compared with the preceding 
year. 


8 SESSIONAL COMMITTEE =———s—<“—esti‘“=i=CS~s~S 
The following is a summary of the operating results. The full income state 
ment appears on the opposite page. : : (ce 


1946 1946° 7 
Operating “revyentes Jasin sae Ceo nee $400,586,025 89 $433,773,393 56 . ee 
Opetatinio expenses 4.00.9) soya eae wee oe 357,236,718 29 355,294,048 48 ie 
Net operating revenue ...........e.eseaee $ 43,349,307 60 -$ 78,479,345 08 = =m 
‘Taxes, equipment and joint facility rents .. 11,790,360 40 10,601,406 83 
iNet railway operating income ........... $ 31,558,947 20 $ 67,877,938 25 
Other income, less deductions—Credit .... 4,160,579 72 8,206,334 49 
Interest on funded debt—public ......... $ 23,358,514 18 $ 26,021,784 56 
Interest on government loans ............ 21,322,583 23 20,306,358 18 
Deficit 1946--Surplus 1945 ...............6 $ 8,961,570 49 $ 24,756,130 00 


RESULTS OF OPERATIONS 


Operating Revenues. There was a recession from the high levels reached — a 
during the war years, but nevertheless the gross receipts during 1946 totalled 
$400,586,000. This is an indication of the tremendous transportation services 
furnished by the National Railway System during the reconversion period. o/ 

The 1946 revenues were 7-7 per cent below those of the previous year. | 
Traffic commenced to decline in August, 1945, and the reduction continued at an 
increasing pace until June, 1946, when it began to level off. In the last quarter Of 3 
the year the downward trend was reversed and there was an increase of 3+7 = 
per cent as compared with the same period of 1945. es, 

Passenger train service revenue (fares, mail, express, dining and sleeping 
cars etc.) in 1946 was less by $17,267,000, and revenue from the carriage of grain 
decreased $14,726,000. The decreases in these two sources of revenue account, 
in the main, for the reduction in gross receipts. ) 

The freight rate increases authorized by the Interstate Commerce Com- Zt 
mission of the United States effective July 1, 1946, added $4,290,000 to the 
gross revenues of the System. ‘ 


Operating Expenses. In passenger service, passenger miles decreased 31:4 
per cent and revenues from fares 23-1 per cent, while train miles decreased only 2 
4-1 per cent. Passengers per car mile decreased by 20 per cent. These figures 
reflect a change in the type of traffic. | 

In freight service, although car loadings were greater by 2-6 per cent than 
in 1945, revenue decreased 5-1 per cent and tons hauled 1:2 per cent.” “Them 
average length of haul decreased 9-8 per cent. The volume of grain moved was; © 
less by 27 per cent. The decrease in the amount of grain handled and the 
change in the character of commodities hauled resulted in a lighter per car =a 
load of 7-9 per cent, and net train load of 7°3 per cent. This condition— 
more cars carrying lighter loads for shorter distances—was one of the factors ae 
which made it impossible to reduce costs in proportion to the reduction in 
revenues. 

Wage increases added $17,821,000 to operating costs. The cost of fuel and a 
materials continued to rise, resulting in an estimated increase in operating costs 
of $4,338,000 as compared with the previous year. 

Commencing in 1942 and continuing through 1945, reserves were accumu- 
lated against a possible decline in inventory values and for repairs and renewals 
to road and equipment which had to be deferred due to shortages of labour + — 
and material. These reserves were built up to a total of $46,524,000. During 
1946, some progress was made in overtaking deferred maintenance and 
$13,524,000 was taken from these reserves and credited to the expense accounts — 
which had been charged in the first instance. ; 


RAILWAYS AND SHIPPING ; 9 


For depreciation on rolling stock the total charge to operating expenses was 
_ $17,701,420 as compared. with $16,974,015: in the previous year. The rates 
remained the same, but the investment in rolling stock was greater. : — 

a The number of employees throughout the year averaged 105,353. ° The pay- 
rolls for the year totalled $237,335,781. 

: ~The official cost of living index in Canada stood at 127-1 per cent in 
~ December, 1946, against 103-8 per cent in December, 1939, an increase of 
4 92-45 per cent. For the railway the cost of living means the cost of labour 
: and materials. Labour costs increased 37:1 per cent between 1939 and 1946 
and the cost of materials increased 35-9 per cent during the same period. The 
_, additional operating costs in 1946 due to higher wage rates and material prices 
as compared with the 1939 price level amounted to $88,767,000. 

In previous reports the Directors have called attention to mounting operat- 
ing costs. They pointed out that with freight rates and passenger fares frozen 
at their pre-war levels the railway was dependent upon additional volume of 
traffic to produce satisfactory financial results and that in the event of any 
substantial decrease in traffic, not otherwise compensated for, a continuance 
of favourable financial results would not be possible. The developments in 1946 
demonstrated the truth of that warning. The higher costs, which have been 
obscured by peak traffic conditions, became apparent as traffic volume diminished, 
and their impact has not yet been fully felt. The wage increases of June l, 
1946, will be in effect for the full year in 1947. It is estimated that material 
prices will be 10 per cent higher. Thus operating costs will be some $20 
_ millions greater than in 1946. Confronted with these facts the directors 
approved of the Canadian National Railways joining with other Canadian 
railways in making application, through the Railway Association of Canada. 
to the Board of Transport Comissioners for an increase in freight rates. This 
application is now being heard by the Board. 
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1946 over 1939 Expenses in 1946 
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Diagram to Show the Additional Operating Costs in 1946 
Due to Higher Wage Rates and Higher Prices for Materials 
as Compared with the 1939 Price Level. 
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Net Operating Revenue.—aAfter deducting operating expenses of $357 236,718 q 
from operating «revenues of $400,586,025, the net operating revenue was — 
$43,349,307. The corresponding amount in 1945 was $78,479,345. = 


Net Income Result.—After making provision for various charges consisting 
of taxes, equipment and joint facility rents, exchange and discount, also for — 
various income credits such as dividends and interest income, the results of 
hotel and subsidiary company operations, ete., the net income available for the a 
payment of interest was $35,719,527, equal to a return of 1-78 per cent on the 
total capitalization of the System. Interest payments due to the public and to 
‘the government totalled $44,681,097. T hus, after providing for interest, there —- 
was an income deficit for the year of $8,961,570, as compared with an income 
surplus of $24,756,130 in 1945. ae 


CAPITAL EXPENDITURES 


The capital expenditure during the year amounted to $16,309,797, details 
of which are given on page 18. a 
New equipment acquired included 16 diesel-electric locomotives and 856 
box cars. ‘ = 
In September the lines of the Manitoba Railway Company, which had been 
under long-term lease, were purchased for the capital sum of $7,000,000 resulting 
in an annual saving of $106,000. ay 
Surveys were completed for the new line of railway in Quebec from Barraute 
to Kiask Falls, which will permit of the development of the natural resources of Ss 
the Bell River valley north of the National Transcontinental Railway. The  ~ 
contract has been awarded for the construction of 39 miles in 1947. The length a 
of the line is approximately 55 miles. 


Looking toward the development of the valuable building sites above the - 
track area of the Company’s Central Station in the centre of the business section — 
of the city of Montreal, the Directors submitted to the government a proposal _ 
for the construction of an office building and an hotel on the south side’ of “4m 
Dorchester Street, between Ste. Genevieve and Mansfield Streets, one wing of — = 
the office building to be devoted to the international aviation organizations now 
having their world headquarters in Montreal. The project was approved in 
principle and authority given for the immediate construction of the aviation — 
wing and the essential service facilities common to the whole project. These 
aviation wing will contain the offices of the International Civil Aviation Organiza- 
tion and the International Air Transport Association and will include ticket ae 
offices, waiting rooms and baggage rooms for the various air line companies. » — 
The contract for the structural steel has been awarded and work will begin as. 
soon as conditions permit. i? 


eee 


* => 


i 
‘si 
# 
“< 

< 
mre 
a 
A 
AF 

- 


RAILWAYS AND SHIPPING 11 


FINANCE 
The capital debt of the System was reduced during the year by 
$15,193,307.48. Details are as under: 


Funded Debt Retirements 
24% 7-year Gtd. Bonds, matured Jan. 15, 1946... $15,000,000 00 


64% S.F. Deb. Bonds, matured July 1, 1946.... 23,752,000 00 
4% St. John & Quebec Ry. Debenture Stock .... 622,657 40 
Equipment Trusts—annual principal payments .. 3,150,000 00 
Various securities*réepdatriated: 4.0.5... ak ae eee 232,342 59 
Reduceon rl! UNS CDi sate o ooy Fins ares $42,756,999 99 


New Government Loans 
Loans to retire the first two bond issues referred 
to at par, Atlantic & St. Lawrence Railroad 
stock and various securities repatriated at 
OE TACO LEN LALO ree eae ae eS ADO a Pelee ews $38,713,077 7 
Loan under Equipment Hire Purchase Agreement 2,345,949 5 


$41,059,027 31 


S> Ol 


Government Loans Repaid 


Loans repaid out of 1945 surplus earnings oes $ 4,756,130 00 
Equipment Hire Purchase annual principal pay- 
TAROT Lisacetee inch tie ae ee a Ee oe apenas 8h 8 6,193,793 46 


Payment under Financing and Guarantee Act 
1945 


Sec. Sees. Gis, Jal (eluor bet eie bene) oe. 88 eta: alee nee. Or ihe 9) ere Be 


2,545,411 29 
$13,495,334 75 $27,563,692 56 


Reduction in debt during the year .......... $15,193,307. 43 


Details of the funded debt and government loans and of the interest charges 
thereon are shown on pages 18 and 19. 


GENERAL 


The total number of shipments handled by Canadian National Express 
in 1946 was 18,937,707, an increase of 1,873,991 (10:98 per cent) over 1940. 
Traffic handled and revenues earned were the largest in the history of the 
department. The greater proportion of the traffic was general merchandise. 

Canadian National Telegraphs handled more telegrams and cablegrams 
than in any previous year, the total number exceeding twelve millions. The 
demand for leased telegraph, telephone and broadcasting circuits continued at a 
high level. 

With a view to the expansion of commercial telegraph facilities, experimental 
work was advanced during the year on a radio relay system, Montreal-Ottawa- 
Toronto. These experiments are conducted by Canadian National Telegraphs 
in collaboration with Canadian Pacific Communications and the National 
Research Council. A radio link between Toronto and Hamilton will be included. 

During the year, the railway re-opened its traffic office in Hong Kong and 
established a new office in Calcutta. 

Following a decision that the company would undertake its own testing of 
materials, a well equipped chemical and physical laboratory has been established 
in Montreal. 

Industry is making increasing demands upon the services of the company’s 
department of research and development. Based on a broad experience in this 
field, on extensive source material and surveys on the ground, detailed economic 
studies are made by this department, ensuring a scientific and co-operative 
approach to the problems connected with the location and servicing of industrial 


plants. 
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The Department of Colonization and Agriculture is active in promoting the 
settlement of agricultural lands served by the railway. During the year, 1430" 
families and 690 single men were established on 253,742 acres of land and 4.922 
persons were placed in agricultural, forestry and mining employment. The — a 
department brought a limited number of British immigrants into Canada and se 
is In a position to deal with large-scale movements when it is called upon to do so, 
An agreement was completed with the Canadian Pacific Railway for the “a 
abandonment of 12-2 miles of Canadian National line between Trelle Junction 
and Morinville, Alberta, and the joint use of 20-2 miles of the Northern Alberta 
Railways between N.A.R. Junction and Morinville. The appeal to the Governor > 
in Council from the order of the Board of Transport Commissioners authorizing 
the abandonment of 64:7 miles of Canadian Pacific line between Forth (near 
Red Deer) and Ullin, Alberta, was dismissed and an agreement between the two 
railways is being negotiated. x 
The Interstate Commerce Commission authorized the abandonment of 49-08 
miles of line of the Grand Trunk Western Railroad between Greenville and 
Muskegon, Michigan, and service was discontinued as of May 30, 1946. 
The directors desire to express appreciation of the excellent work done by the 
officers and employees throughout the system during a busy and difficult year. 
Practically all the employees who served in the Armed Forces during the 
war have now been re-established in the company’s service and many war 
veterans not previously in the employ of the company have been engaged. se 
I have no special comments to make, gentlemen, except to say that we 
have had a very difficult year. We are at your service here as long as you — 
want us to answer any questions which may come’to your minds in connection 
with our operations for the year. : aa 
Mr. Retp: Mr. Vaughan, at the top of page 6, you speak of revenue from 
passenger and train service and then in that clause you give only the decrease 
in revenue for grain. Why did you not complete the picture? You gave us 
all the passenger train services, but when you come to the revenue you only 
give grain. Why did you single out grain, and why did you not give the total 
decrease in revenue from all freight when you were speaking of all passengers? 
Mr. VaucHan: I think Mr. Cooper can answer that question. 


Mr. Cooprr: ‘The decrease in the passenger train service revenue and 
grain were the two outstanding decreases in the revenue account. Really, these 
two items account for the total decrease in gross receipts. If you notice they 
add up to about $32,000,000—that is, these two items account for $32,000,000 
out of the decrease of $33,000,000 in gross receipts. 

Mr. Rep: If you are comparing the decreases in revenue, all revenue, 
grain is one of the major matters: what would it be as compared to the 
decrease in passenger revenue? You have given the figures $14,726,000 for — 
grain and $17,267,000 as the decrease in passenger service all over. ae 2 

Mr. Cooper: Let us turn to page 13. At the top of the page you will - 2 
see all the revenue accounts set out in detail. If you wish to see the decreases 
in particular classifications of revenue they are there. Does that answer 
your question? 

Mr. Rew: Yes, I think so. What is the ratio of expense as between wages 
and the other outlays? What proportion of the total outlay is wages? 

Mr. Cooper: Now, shall we turn to page 28? On the right-hand side of 
that page you will see the distribution of our operating expenses. Labour 
absorbed 61:79 per cent of our total expenses; fuel, 10-82 per cent; and other 
things, 27-39 per cent. 

Mr. Rew: That is right. With regard to hotels, I notice the government 
have authorized a new hotel at Montreal. How many of your hotels are 
paying? 
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Mr. Cooprr: Every one of our hotels made money in 1946. The net 


operating revenue of our hotels in 1946 was $1,102,000. 1 will read the hotels 
~ to you, if you wish: the Charlottetown Hotel, $29,000; the Pictou Lodge, 


$1,956; the Nova Scotian, $139,946; the Chateau Laurier, $383,036; the Prince 


_ Arthur, $47,819; Manaki Lodge, $20,256; Fort Garry, $111,128; Prince Edward, 


$6,878; the MacDonald, $101,892; Jasper Park, $114,085; and the Bessborough 
at Saskatoon, $145,303. 


Mr. Reto: What are your outlays for the new hotel in the business section 
of Montreal? 

Mr. Cooper: The expenditure to date? 

Mr. Rem: Yes. 

Mr. Cooper: We have spent about $24,000 making studies of the project. 

Mr. VaucHan: This expense has been almost entirely in connection with 
this new International Aviation building. It is the first building we are proceeding 
with. 

Mr. Rew: With regard to the officers at Hong Kong, what is the real 
purpose of having officers in Hong Kong when you have no sailing line between 
Vancouver and the Orient? | 

Mr. VaucHan: Of course, we are preparing in the first place for additional 
business to come, but our Hong Kong office does business with all steamship 
lines. We may get traffic from Hong Kong going via. England, coming to 
Canada. We may get it either way or we may get it through Vancouver or 
Montreal. Here is a memorandum which may interest you. 

“Hong Kong. Prior to the war C.N. maintained traffic organizations in 
Hong Kong and Singapore and our traffic department has for some time been 
watching closely developments in the Far East with a view to again establishing 
direct representation there in order that C.N. would, as in pre-war days, 
participate in the handling of freight and passenger traffic moving from the 
Orient. 

Indications are that a much larger business will develop between China 
and Canada than was the case prior to the war. The Chinese government have 
a mission located in Ottawa for the purpose of purchasing Canadian materials 
and recently two new steamship companies have been formed and will operate 
services between Vancouver and China, the Philippines and Singapore. Other 
transportation interests are re-establishing connections and the Canadian Pacific 
have reopened offices in Hong Kong and Shanghai on a modified scale. 

In view of these considerations the conclusion was reached that C.N. 
should set up a limited organization in the Orient with a view to surveying 
the situation on the ground, our future policy with regard to the setting up of a 
permanent organization to be decided when reports on these surveys are received. 
In accordance with this decision there has been appointed as general agent, a 
member of our traffic organization who has had considerable experience in the 
Orient.” 

That is to say, the purpose of opening that office is really to survey the 
situation and report later on when we will determine whether or not we will 
make that a permanent office. 

Mr. Rei: Was it in existence before the war? 

Mr. VAUGHAN: Yes. 

Mr. Rew: It is not something new? 

Mr. VaucHuan: No, it was in existence before the war. 

Mr. Rew: What staff do you keep there and at what expense? 

Mr. Vaucuan: There is a very small staff. There is a general agent. I have 
not the number here, but we could get it for you. It is a very small staff, 


perhaps three or four in the office. 
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Mr. Rew: Turning to page 8 would it be right for me to assume that in. 
the reduction of capital debt the capital debt was first increased and then 
reduced by $15,198,000? I note $41,059,000 is the figure given for new loans. 


If you read the first sentence you would think the capital debt had really been — 


reduced by $15,000,000. Am I right in assuming that— 

Hon. Mr. Curvrier: Are you referring to page 8? 

Mr. Reip: Yes—it was first increased by $41,000,000 and then reduced by 
$15,000,000? . 
Mr. Cooprr: That is so far as government loans is concerned. We borrowed 
from the government in 1946— 

Mr. Retp: So we are making no headway so far as the reduction of debt 
is concerned? It is true that the $15,000,000 is a reduction, but we have an 
~ increased debt taking the $15,000,000 odd from the $41,000,000 odd? 

Mr. Cooper: No, sir, 1t was a net reduction in debt of $15,000,000. We 
reduced the funded debt held by the public by $42,000,000. We increased the 
debt held by the government by $27,000,000, making a net reduction of 
$15,000,000. 

Mr. Ret: I have one further question. I am glad you mentioned that the 
freight rates question is before the Board of Transport Commissioners. I have 
one question to ask in regard to that matter. It has been brought before the 
committee by the statement of the president. 

Hon. Mr. CuHrvrier: Mr. Reid, perhaps you were not here yesterday. 
There was a discussion on that, and I hope we will be able to abide by the 
decision reached then. Perhaps I should not call it a decision. It was recalled 
that the speaker had made a ruling which applies to this committee as well. The 
ruling was to the effect that the freight rates application is now before the 
Board of Transport Commissioners and therefore sub judice, and that we should 
not enter into a discussion of what is now before the Board, but if some member 
wanted to ask a question of a general nature I do not think the president would 
refuse to answer it. I do not think that a member of the committee should be 
prevented from asking those questions. 

Mr. Rem: I have one general question. I.remember the speaker of the 
House giving that ruling, but when the matter was mentioned here I thought 
it had come before the committee. In the report it is definitely mentiond: that 
they are now before the Board of Transport Commissioners. My question prob- 
ably is on the border line as to whether or not it is within the rules. It has 
to do with the two provinces which are not appearing before the Board on the 
hearing. I think that takes it out from being under the speaker’s ruling. I am 
informed on fairly good authority that some assurance has been given by 
both railway companies that freight rates in Ontario and Quebec are not going 
to be reduced, and that is given owing to the fact the truck companies— 

Hon. Mr. Curvrier: Not going to be increased? 

Mr. Rep: The truck companies are prepared to take all the freight. It is 
a serious question. I heard this from a fairly reliable source, that the reason 
for the silence of the two provinces and the fact they are not appearing before 
the Board is that some understanding has been given them by both the C.P.R. 
and the C.N.R. that freight rates will not be touched in the provinces of Ontario 
and Quebec. 

Mr. VaucHan: I can say your information is not correct. There has been 
no such assurance given to anyone. 

Mr. Ret: I will accept that. ; 

Mr. VAUGHAN: Freight rates in Ontario and Quebec will be increased. 

Mr. Ret: That clears up that matter. 


Mon 
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_ The Cuarrman: I may say to the committee I have a copy of the ruling 
of the speaker here if any of the members would like to see it. Perhaps they 

have not a copy. The clerk says he has copies here. If you would like to have 
one he will distribute them. I hope we can keep away from this because it would 
lead to a lot of difficulties. 
a - Mr. Rei: I’am not raising it further. 
3 The CHairnMAN: Fine. 
4 Mr. JAckMAN: May I ask Mr. Vaughan what the estimate was as to 1946 
results this time last year when we had the accounts before the committee? 
| Mr. Vaucuan: I think it was a surplus of about $7,500,000. 
4 Mr. JAckKMAN: What did we overlook in making that estimate, wage 
_ increases? 
4 Mr. VaucHan: We had a higher increase in wages than we expected to have, 
_ and materials increased to a greater extent than we expected. Those were the 
- two main reasons. 

Mr. Emmerson: Did you take into consideration the change in the type of 

freight to be handled when you made the estimate last year? 


3 Mr. Vaucuan: Yes, we did take that into account, but we predicated our 
_ Statement on the assumption that the increases in wages would not. be as great 
_ as they were. 

_ “Mr. Hazen: But you expected an increase in wages; you referred to that in 
your report last year? 

-. Mr. VauGcHAN: There were applications then for various increases-in wages, 
- and we knew there would be negotiations in that connection, but we had taken 
_ the position for a long time that we could not afford to pay any increases in 
_ wages. Finally we did come to what we thought was a fair arrangement with 
our men. : 

2 Mr. Hazen: You say that the carriage of grain has decreased. I was under 
_ the impression we had as much grain last year as we had the year before. and 
it had to be moved, and that we were sending large quantities to the United 
Kingdom. How did that decrease take place? 


Mr. Vaucuan: The crop of the previous year was cleaned up early. If you 


will turn to page 30 you will find there was a decrease in wheat tonnage handled 
of 3,206,000. 
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q Mr, Hazen: Page 30? 
_ Mr. Vaucuan: Page 30, the top item. The decrease in grain is covered in 
_ the first six items there. 


Mr. Hazen: Was that due to lack of cars? 


: Mr. VaucHan: No, it was due to the fact there was not any more wheat to 
-move. All the wheat was moved that was offered to the railways. 

Mr. JAckMAN: What is the situation with regard to the carry-over for the 
1947 results? 

__Mr. Vaucuan: I think perhaps that figure is here some place. Have you 
_ that figure, Mr. Walton? 

__ Mr. Watron: I do not know that I have the actual figures. Discussions 
- with the chairman of the Canadian Wheat Board indicated that there should 
_ be loadings on the Canadian National lines in the west of approximately 475 
_ cars a day from the first of April until the end of the crop year, July 31st. Our 
7 loadings have been running about that figure, and it is estimated that will sub- 
_ stantially clear up the 1946-47 crop before the new crop comes in. 


f Mr. Nicuotson: Have you the figures for the percentage of the total wheat 
_ crop the Canadian National moved? 


So 


yes, 


ae i 9 oa in 


= re 


oe 


16 SESSIONAL COMMITTEE eee ae een 


Mr. VaucHan: I tae we have that. It is 40 odd per cent. ¥ a 
Mr. Nicuouson: What per cent? eee 


Mr. VauacHAN: On western grain we moved to Fort Wilham approximately 
50-7 per cent as compared with 47-3 per cent the previous year, and to other 
points, Vancouver, New Westminster, etc., we moved 41 per cent. y “2 

Mr. Nicuotson: As compared with what for the previous year? _ 

Mr. VaucHan: Compared with 58 per cent the previous year. No, I am a 
sorry, that is the C.P.R. The figure is 41-9 to Vancouver and west this year 
as against 51-7 last year. To Fort William we moved 50-7 this year as against 
46: 6. last year. a 

Mr. Hazen: You aubrntted to the government a roneent for the contaem 4 
tion of an office building and hotel on the south side of Dorchester street In — 
Montreal? 7 

Mr. VAUGHAN: Yes, sir. | : 

Mr. Hazen: The government evidently did not approve of the construction _ 
of that hotel at the present time, I should judge, from your report? aa 

Mr. Vaucuan: We are studying and preparing plans for the construction — 
of the hotel, but the actual Bat i ote of it has not yet been approved. The — 
only building we are proceeding with in the meantime is this first building which ~ 
is known as ‘the International Aviation building. a 

Mr. Hazen: The proposal you submitted to the government gave what -& 
figure as to the estimated cost of this biulding you propose to construct? a 

Mr. VaucHan: I think it is ee $4,750,000, but we will give you the 
figures. 
Mr. Coorrer: The cost of the International Aviation building — 4 
Mr. Hazen: I am asking for the estimated cost of the proposal for the ~ 
construction of an office building and hotel, your proposal to the government? 3 
Mr. Coorrer: The estimated cost for a 700-room hotel was $10,000,000, a a 
as to the offive building the estimated net cost was $6,750,000. -. 
Mr. Hazen: Apparently according to this report you did not get thee BS 
approval of the government to go on with the 700-room hotel, but authority was — 
given for the immediate construction of an aviation wing and the essential service 
facilities common to the whole project? 4 

Hon. Mr. Cuevrrer: I wanted to interject a moment ago when you asked ~ 
that question to say that the proposal was put before the sovernment, and the | 
government approv ed in principle of the proposal, that is, of the aviation build- © 
ing and of the hotel building, but determined that the aviation building was of 
extreme necessity and urgency at the moment, and authorized the Canadian. . 
National Railways to go ahead with that leaving the time for the construction 
of the hotel at a later date when materials and circumstances justify it. a 

Mr. Hazen: There could not be any more expensive time to erect this pro- 
posed. building which is going to cost $6,250,000 than the present time. ‘fi 

Mr. Coorer: We are not building the $6,750,000 building. 7 

Mr. Hazen: I understood you to say the hotel was $10,000,000 and thea 
office building was $6,250,000? “7 


Mr. Cooper: $6,750,000, but that included a building for the general offices. 4 
of the railway as well as ‘this International Aviation building. 


Mr. Hazen: According to your report you got authority for the immediata a 
‘construction of the aviation wing? a 
' Mr. Cooper: Yes, that is a wing of the $6,750,000 building. 
Mr. Hazen: I asked what is the estimated cost of that wing? 

Mr. Cooprr: $4,000,000. 
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Mr. Hazen: And when do you propose to start its construction? » 

Mr. Coorer: We propose to start construction the beginning of May. 
Mr. Hazen: Then I will ask you as I asked before, is there any more 
expensive time that you could start the construction of this building than the 
present time? 

Mr. Vaucuan: There are very good reasons for constructing that building. 
As you know, these two international air organizations are in Canada. We want 
to keep them in Canada. They have no permanent place of abode. The 
arrangement which has been or will be made with these people will give us a 
very good return on the cost of construction of this building. 

Mr. Hazen: I was going to ask you about that. Perhaps you could give us 
some figures. To begin with why should the railway erect this building instead 
of the Trans-Canada Air Lines? Why should you be more interested in it than 
the Trans-Canada Air Lines? 

Mr. VaucHan: Of course, it is our property. We have a vast amount of 
property in Montreal, and it is the best location in Montreal for a building of 
that kind. In fact in Montreal we have the best property for development of 
its kind of any city on the North American continent. We figure we have to 
start something on it. We have this opportunity to provide accommodation for 
these international organizations and at the same time give ourselves a fair 


return on the investment. 


Mr. Hazen: Did Trans-Canada Air Lines approach you about this? 
Were they interested in it? 

Mr. VaucHaNn: They have agreed to take space there, but this was something 
that was originated by the railway. | 

Mr. Hazen: As I understand it it is going to cost $4,000,009. 

Mr. VAUGHAN: Yes, sir. 

Mr. Hazen: What arrangements have you made to rent the space in, that 
building when it is completed? 

Mr. Vauauan: Mr. Cooper is the chairman of the committee which is 
handling that. He can give you full information on it. 

Mr. Coorer: We have not concluded our agreement with the International 
Civil Aviation Organization. The council of that organization meets this 
morning, and I understand one of the matters that will be dealt with at the 
present meeting is the matter of the agreement with the Canadian National. 
We have had considerable discussions with them, and we have settled the main 
heads of agreement. The terms are considered satisfactory both to ICAO and 
to the railway company. | 

Mr. Hazen: Will you go ahead before the agreement is completed? 

Mr. Cooper: Well, I think that in the next week or two we shall have a 
commitment by ICAO. 

Mr. Hazen: The question I asked is will you go ahead before the agreement 
is completed? 

Mr. Cooprr: Yes, we intend to do that. 

Mr. Hazen: Do you think it is a wise policy? ‘ 

Mr. Coorer: We commence construction at the beginning of May, and in 
the next two weeks we expect to have a firm commitment by ICAO, so we are 
only taking a chance on a week or two. 

Mr. Hazen: What is the proposed agreement that will be executed? What 
revenues do you expect to get from operating this building, and to whom are 
you going to rent it? 
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Mr. Cooper: I will give you the tenants first. The top six floors will be — 
rented to the International Civil Aviation Organization. The next floor under. a 
neath that will be rented to the International Air Transport Association. e 

Mr. Hazen: How many floors for the International Air Transport 
Association? 


Mr. Cooper: One. Then Trans-Canada Air Lines will take one floor. Then Fi 
there is one floor left for the various operating air lines which may wish to take a 


this space in the building. Then on the Dorchester street level is the air line 
terminal which will be used as a consolidated air lines ticketing and baggage 
concourse, 

Mr. Hazen: For the six floors you are going to rent to the International 
Civil Aviation organization how much do you expect to get in rent? 

Mr. VAUGHAN: Do you think we should divulge all that information here? 
I would rather give it privately to Mr. Hazen, if necessary. 

Mr. Hazen: I think the committee should know. You are proposing to make 
an investment of $4,000,000 of the funds of this company at a time when you ~ 
are applying for an increase in freight rates. This is going to add materially to 
the costs of the company. | 

Mr. VaucHAN: No, sir, it is not, because there will be a good return on it. 


Mr. Hazen: You say it is going to bring in a return. I think the committee 
is entitled to know what that return will be on the money invested. 


Hon. Mr. Curverer: If I may interject here, are we not face to face with 
the same difficulty we have from time to time in the committee, namely, that 
‘there is some information which the railway feels it can give and some which it 
feels it should not give because of its competitors. If the committee wishes to 
get that information and insists upon getting it then I think the committee is 
entitled to it. 

Mr. JAcCKMAN: There are not any competitors. 

Hon. Mr. Cuevrier: But in the past the committee has not insisted. 


Mr. Hatrietp: There is no competition in this line. The president has 
suggested he might give it to Mr. Hazen in confidenee. 


Mr. Hazen: I am not interested in having that information in confidence. 
It does not concern me any more than it would any other member of this com- 
mittee. I do not see where competition enters into the matter. You ‘have 
decided to go ahead and erect a building. Construction is going to start on the 
Ist of May. You say that building is going to eost $4,000,000. That is a large 
amount of money. Before that money is spent I think this committee should 
know what return there is going to be because we are starting to go behind on the 
railway now. 

Mr. VaucHan: We will give you the figures. 

Hon. Mr. Cuevrter: You say there is no competition. There is competition 
to this extent. Picao has come to Canada and established its headquarters here 
and has sought rental space everywhere, and in some cases has obtained 1 ae 
point | was making was is it fair to give that information under those circum- 
stances? If the committee feels it should have it the matter is in the hands of 
the committee, but I am pointing out what we have done in the past. 

Mr. Lockuart: May I ask one quesion? Is there any tangible reason why 
the property was not sold to these people and let them develop it themselves? 
That is in connection with Mr. Hazen’s question. 

Mr. Cooper: The entire building is not going to be rented to any one 
organization, 

Mr. Lockuart: We are going into the real estate business. That is the 
point. 
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Mr. Cooper: One purpose that the railway had in commencing this develop- 
ment was to make a beginning of the development of our central station area. 
Mr. VaucuHAaN: We have some plans here which we will show you so you can 
see what the ultimate development may be. 

Aig McCuttocu: The land you have there is not bringing in any return 
now { 
Mr. VaucHan: We are paying heavy taxes on that land. 

Mr. McCuttocH: What you are aiming at is to put a building there which 
will bring in a return on the land and the building? 

Mr. Vaucuan: Will bring a return and will encourage building on the other 
parts of the property. 

Mr. McCuuuocu: I think it is good business. 

Mr. VaucHaNn: I thought you might be interested in these plans. 

Mr. Harkness: Have we the total of the amount of rent which is going 
to be secured? 

Mr. Hazen: He says he will give those figures. 

Mr. VaucHaANn: That is the building we are referring to right now. 

Mr. Coormr: The International Civil Aviation Organization will occupy 
these six floors (pointing to the plans). The International Air Transport 
Association will take this one. Trans-Canada Air Lines will take that one. 
The other air lines will take this one. 

Mr. Hazen: What street is that? 

Mr. Cooprmr: This is now Ste. Genevieve, but the city of Montreal is going 
to merge it with University street and make University a wide north and 
south artery. 

Mr. Hazen: Is that the upper level? I am not familiar with the streets 
of Montreal. 

Mr. Cooper: This is Dorchester street. running east and west. This is 
the St. James’s Club, if that will help identify it. This is now Ste. Genevieve 
street. The property here is now occupied by some rather poor buildings. 
That property will have to come down. One of the first things the city of 
Montreal is going to do, and which they have promised to do this year, is 
to widen University street southward from Dorchester street to St. Antoine. 

Mr. Hazen: What is the big structure rising behind there? 

Mr. Cooper: That is the general office of the Canadian National Railways. 

Mr. Hazen: That.is not there now? ! 

Mr. Coorer: Oh, no, there is really nothing on this site except the station 
buildings which are down in between here and here. You cannot see them. 

Mr. Rem: Where are your offices at the present time? 

Mr. VaucHuan: Our offices are spread around. We have a building on the 
east side of McGill street, and another on the west side, and under the viaduct 
over which the trains come in, which is a very unhealthy place for a staff. We 
have nearly 2,000 people under that viaduct. They were put there before the 
trains came in over the viaduct. It is not a good place for them. 

Mr. McCuutocu: Will those two buildings on McGill street be done away 
with when this new building is put up? 

Mr. Vaucuan: The buildings there will be disposed of. 

Mr. McCuutocn: You are renting those now, are you not? 

Mr. Vaucuan: No, we own them. 

Mr. Nicuoison: The estimated cost of this is what? 
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Mr. Coorrr: The estimated net cost of the large building is $6,750,000. 
Mr. NicHotson: With the taller addition? 


Mr. Coorrr: The estimated cost of the office buildings as a whole was 
$7,750,000, but since that estimate was made the International Civil Aviation” 
Organization asked for much more space. 


Mr. Hazen: You were going to give the figures. You said you would give 4 


-ome figures. 

Mr. Coorrr: Giving you them in total the estimated cost of the main 
building—that is this one here—is $3,936,000. The annual cost to the railway 
is $406,000. The annual revenue is $544,000. 

Hon. Mr. Cueverer: Would you mind giving those figures again? 

Mr. Coorrer: The estimated cost of this International Aviation building— 
because that is the name of it—is $3,936,000. The estimated carrying charges 
are $406,000. That is per annum. The annual revenue is estimated to be 
$544,000. 

Mr. NicHotson: How do you arrive at the $406,000? 

Mr. Cooprr: I can give you that. First of all we have the cost of the land. 
The cost of the land was $364,000 We have charged interest on that at 3-85 
per cent. Then we have a sinking fund charge on the building of 5 per cent 
on the cost, covering interest and: amortization. Then we have taxes. Then 
we have operating expenses of 70 cents per square foot. In the annual carrying | 
charges we have included a return on capital sufficient to recoup the capital 
in thirty-one years. 

Mr. Hazen: You said you anticipated a revenue of $534,000? 

Hon. Mr. CHEvrinr: $544,000. 

Mr. Hazen: $544,000. Is that the net revenue after the cost to the railway 
of $406,000 has been deducted? 

Mr. Cooprer: No, that is the gross revenue. 

Mr. Hazen: What is the net revenue you anticipate? 

Mr. Coopmr: $138,000. 

Mr. Hazen: What rate of interest is that on $3,936,000? 

Mr. Coorrer: It gives us a return on our investment of 3°53. 

Mr. Hazen: 3-52? 

Mr. Cooper: 3°53 which, as I mentioned, is after providing for the amorti- 
zation of the investment itself over a period of thirty-one years. 

Mr. Hazen: Are you prepared to break down that revenue? 


Mr. VaucHan: I do not think it would be desirable to do that, Mr. Hazen, . . 


because after all, there may be others who would go to this International Avia- 
tion concern if they knew what we were charging andi perhaps offer to put up 
a building and endeavour to entice this concern away from us. I do not think 
it would be desirable to give the amount per square foot. 

Mr. Hazen: They could not do that very well if you had your agreement 
signed. How long are the leases for? 

Mr. Cooper: The lease on the International Aviation building is a 20 year 
lease with an option to renew. 

Mr. Jackman: This International Aviation organization is permanently 
in Canada, is it? Have they voted to reside here forever? 

Mr. Cooprrr: They did, yes. : 


Mr. Hazen: Mr. Venere mentioned a moment ago the fact that you have — i 


to pay taxes on it. a 
- Mr. VaucHan: We are the largest taxpayers in the city of Montreal by 
a good deal. . 
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Mr. Hazen: Do you have to pay taxes on your land in the city of Montreal? 
Mr. Vaveuan: Yes, we are the largest taxpayers in the city of Montreal. 
Mr. Hazen: I was under the impression you did not pay taxes. Are not the 


city of Halifax and the city of Saint John trying to find some way of taxing you? 


Mr. Vaucuan: That is up now, but that property is vested in the Crown. 
This property is not vested in the Crown, it is vested in the railway. 

Hon. Mr. Cueveier: The point is this, Mr. Hazen, in the case to which you 
refer the lands are owned by the Canadian government, it is still a Canadian 
government railway as opposed to property owned by the Canadian National in 
Montreal and other parts of Canada. You are aware that that matter is now 
before the court. 

Mr. Hazen: Was that because the I.C.R. was a Crown company and these 
other companies were private companies which were taken over by the 


- government? 


Mr. VaucHan: That is correct. 
Mr. Harrretp: Does the Canadian Pacific pay taxes in Montreal? 
Mr. VaucHan: They do, but not as much as we do. They do pay taxes. 


Mr. Harkness: In the matter of taxes, I see on page 4 that taxes have 
increased this year by about $34,000,000; what 1s the reason for that? I thought 


_ the taxes were coming down. 


Mr. VaucHan: There is some provision for back taxes there. Mr. Cooper 
has the figure. 

Mr. Cooper: In the United States lines we paid $355,000 more than in 1945 
due to the United States Retirement Act and Unemployment Insurance tax on 
wages. Our wage rates in the US. lines increased and therefore the taxes on 
the wages increased. 

Then, in Canada, we increased our provision for taxes payable to the city of 
Montreal by $422,000. In 1946 our tax provision for the city: of Montreal 
was $1,078,000. The charge increased by $422,000 because in 1946 there was a 
judgment of the court on the taxability of the Victoria Jubilee Bridge for 
which, from an accounting point of view, we felt we should make provision in 
case we have to pay something under that judgment. The case is under appeal. 
Mr. Hatrtetp: What is the amount of taxes paid at Portland, Maine? 

Mr. Cooper: $39,280. 

Mr. Hatrietp: $39,000? 

Mr. Coopmr: Yes. 

Mr. Harrietp: Do you pay any rentals at Portland, Maine? 

Mr. Coorrer: Not that I know of. There may be some very small rentals, 


but nothing of any consequence. 


Mr. Nicrotson: In connection with the item of $10,000,000 for this proposed 
700 room hotel in Montreal, I wonder if we could have information regarding 
the total capital investment in hotels for the system and also information 
as to whether these hotels have been profitable if you take into account the 
interest on your original investment? 

Mr. Coorer: Our investment in hotels at the end of 1946, that is the hotels 
we operate, was $26,946,000. 

Mr. NicHotson: Does that include the Vancouver Hotel? 

Mr. Coorer: No, that does not include the Hotel Vancouver. 

Mr. NicHotson: What is your investment in the Hotel Vancouver? 

Mr. Cooprsr: It is about $12,000,000. I will get that figure for you, Mr. 
Nicholson. 
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Mr. NicHotson: I know the hotels have been operating at a profit in recent 


years, but if you charged 3-53 per cent on your original investment, what would | 


the picture be? 


Mr. VaucHAN: These hotels were all built, originally, as a service to the 49 


public in locations in which, for the most part, inadequate accommodation was 
available. Hotels were not always constructed with the idea of making money. 
We would not build hotels today as we built them then. Our hotel in Montreal 
will be a hotel which will be built to make money. 


v 
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Mr. NicHorson: Would it make money on the basis of a $10,000,000 


investment? 
Mr, Vaucuan: Oh yes, it will make a return on a $10,000,000 investment. 


Mr. NicHotson: What have you invested in the Bessborough hotel in 
Saskatoon? | 

Mr. Vaucuan: Approximately $4,000,000. 

Mr. NicHotson: You have been charging 5 per cent on that investment? 

Mr. VaucHAN: Of course, that was a very heavy expenditure for a city 
such as Saskatoon. $3,500,000 is the exact floure. 
Mr. Cooper: The investment in the Hotel V ancouver is $11,626,000. 


Mr. Nicnotson: I understand you consider there will be a return of the 
$10,000,000 investment in Montreal? 


Mr. VaucHan: Yes. ; 
Mr. Nicnotson: With present costs in the hotel business? 
Mr. Vaucuan: Yes. 


Mr. JAcKMAN: The cost works out at about $14,300 per room. It is rather. 
expensive accommodation. 


Mr. VaucHAN: The hotel is in the course of development, the plans are 
being prepared, Nothing will be done this year on it. 


Mr. NicHotson: I suppose there are no photographs of this proposed — 


building? 
Mr. VaucHan: There is a photograph here which will give an idea of our 
property available for development in Montreal. 


Mr. Coorrr: (Indicating) This is Dorchester Street, running from east to 
west. This is the Sun Life Building, this is the International Aviation building of 
which we were speaking. This is the office building and this is the hotel, here. 
The hotel also runs down Mansfield street. This (indicating) group of buildings 
is just imaginary and represents the architect’s conception of how the whole 
area should be developed. We really have to get this picture to decide on the 
location, size and design of that particular building. 

Mr. Pouuior: Is it in accordance with Sir Henry Thornton’s project? 

Mr. VaucHAN: No, sir; it is not. Of course, when this property was 
originally bought, long before Sir Henry Thornton came to the Canadian 
National Railways, some of it was bought with the intention of putting up a 
hotel. However, nothing was done about it and we have this vast amount of 
property there which is eating its head off in taxes. Office buildings are now 


being constructed rather close to us. The Shawinigan Water and Power Com-_ 


pany are putting up a building about a block away, the Bell Telephone Company 
are putting up a new building which will cost several million dollars and it is 
just a block away, so that this property is on the eve of development. 

Mr. Pountor: What is the difference between Sir Henry’s plan and this one? 


be Mr. VaucHAN: Sir Henry had a project of this kind in view, Mr. Pouliot, 
It 1s true; but this project was also in view at the time the property was bought 
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originally. Some of the property was bought in Sir Henry’s time, but there 


was a large amount of property purchased at the time the tunnel was put 
through. 


Mr. Cooprr: I think I should mention, sir, that it is not the intention that 
the railway would build these buildings. It is our expectation in commencing 
this development that we might dispose of these building sites which are 
very valuable. ; 

Mr. Locxuart: Would that not be a good idea at the present time? May 
I ask, Mr. Chairman, if the officials of the railway consider a return of 3°53 
per cent on the net investment is a good cvamble considering the present cost 
of construction? Do you consider that is a good investment? Might | ask, 
Mr. Chairman, considering the present high cost of construction and the fact 
you are only providing for 3-538 per cent return, what will happen if things 
slide back? Will that mean your investment is in jeopardy? 

Mr. VaucHan: We have provided in the expenses for the total amortization 
of the cost in a thirty-year period, so that the cost of the building would be 
wiped out in that period as well as securing a 31% per cent return. 

Mr. Locxnart: Do you still think it would be better to start a project 
at this time at this place rather than to dispose of the lands which have a high 
value as suggested by Mr. Cooper in connection with the proposed office building. 
If the proposal is good in that connection, why is it not good in this connection? 

Mr. Vauacuan: In the first place, these aviation interests require a building. 
We want to keep them in Canada. If they do not have a place to dwell in 
they will not stay in Canada. It is very important that a building be provided 
for them. They like this set-up. They like the location. They are willing 
to enter into a contract with us which will provide a fair return on the invest- 
ment. In addition to that, we consider if we erect this building it will assist 
us in disposing of the rest of the property to advantage. 

Mr. Locxuart: You would not suggest the aviation people purchase the 
site and go ahead with the construction of their own office? 


Mr. VaucHan: They will not do it. 
Mr. Locxuart: That is definitely decided? 
Mr. Vaucuan: Yes, they will not occupy all of it. They would only 


occupy a portion of the building. If they could occupy the whole thing, it 


would be different, but they will not occupy the whole building. 

Mr. Lockuart: It is a precarious venture considering present costs because 
you are going to be faced with terrific costs. Costs are increasing all the time 
and with that margin, I can see there would be difficulties. 

Mr. Vaucuan: We have given the matter careful consideration. We have 
provided for what we think are the contingencies which may arise which might 
increase the costs on this building. We believe after all of those are taken 
eare of we will have a fair return on the building. 

Mr. Locxuart: Mr. Chairman, as I stated at the outset, we are going 
into the real estate business in a very large way on a rather narrow margin, 
I am afraid, according to these figures. | 

Mr. Rei: Will the new office building be part of this business block? 

Mr. VAUGHAN: Yes. 

Mr. Ret: Will there be any saving at all? It will cost over $3,000,000 
for the office accommodation; I think the figures given by Mr. Cooper were 
$7,000,000, and the building for the present office accommodation cost about 
$950,000. When you have the new office accommodation completed, apart 
from the fact it will benefit the employees and quite properly so, what will the 
business effect be? 
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office building. However, it is something which must be done sooner or later — 
because it is not fair to keep 2,000 employees in a place which was built for 
warehouse purposes. 

Mr. NicHouson: I do not think there can be much quarrel with what the ~ 
president has said concerning the office space. The present offices are not in 
keeping with an organization such as the Canadian National. However, I am 
not satisfied with the hotel situation. If there is a shortage of materials 
throughout the country, an expenditure of $10,000,000 in the city of Montreal 
appears to be a fairly large item. - 

Hon. Mr. Curvrier: There is no question of building the hotel immediately. 

Mr. Nicuotson: No, but plans are afoot and I should like to have the 
information as to what the present position would be if the total investment 
in the hotels had been amortized over a 30-year period, what would be the 
present position? 

Mr. Cooper: I gave you a figure of $1,200,000 as being the net operating 
income of our hotels in 1946 on an investment of nearly $27,000,000. Figuring 
interest on the investment at 3 per cent, which I think is fair, that would be 
$810,000 and would still leave a margin of income of $290,000 after providing 
for interest. 

Mr. NicHotson: That has been true during the war years, but some of 
them have been built for thirty years. 

Mr. Cooper: People did not make money prior to the war. 

Hon. Mr. Cunvrter: What is the situation in regard to hotel accommoda- 
tion in a city the size of Montreal? 

Mr. Cooper: You cannot secure accommodation. Mr. Vaughn was telling 
me that when our directors come to Montreal, we really have to get out and 
dig up accommodation for them. It is almost. impossible to secure space in a 
hotel in Montreal. 

Mr. LaCroix: Dou you not think it would be a good idea to dispose of the 
land in front, there, considering the high cost of property hight now, providing 
there would be a term in the contract that the building would not spoil the 
original layout of your plan. 

Mr. Cooper: That is exactly what we are hoping for. There are indi- 
cations we may succeed. 

Mr. McCuttocu: If everyone were to stop building at this time, what 
would happen? Business would be at a standstill. Buildings have to be put 
up now in order to keep employment at a high level. 

Mr. Hazen: There is a demand for housing all over the country now. 
Builders cannot get materials. 


Mr. LaCrorx: I really believe you would get a better revenue from your 
property now than you would five years from now. 

Mr. Nicnotson: It is proposed to spend these millions of dollars in the 
city of Montreal and those of us from other parts of Canada are having ‘a very 
difficult job trying to get even a few dollars spent for better stations and so on. 
For instance, we need a station agent at Lintlaw. The only accommodation 
for heated storage there is in the waiting room. Sometimes we have to store 
nearly a carload of apples and potatoes in there. The train vets in about six- 
thirty, too late for delivery to the stores. There is a great difficulty in getting 
authority for the very minor but necessary extensions such as this which are 
necessary ‘all over the country; $17,000,000 to be spent in the city of Montreal 
seems a very large percentage of the total which is going to be spent. 
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Mr. VaucHan: I think nearly every city from the Atlantic to the Pacific 

desires a new station. We have applications from a great many of them. A 
few of them are, no doubt, needed; there is no doubt, about that. A new Board 
of Trade comes along and says their station does not look well, so we receive 
an application for a new station. This happens all over Canada. 

Mr. Nicuotson: Could I enquire as to what your program is for all over 
Canada, that is the amount to be spent on new stations and other buildings? 
Mr. Vaueuan: I think that will come up ina discussion of our budget. 

Mr. Rew: I should like, at this point, to put in a plug for New Westminster. 

Mr. Harrietp: How much of your tonnage revenue in 1945 consisted of 
munitions, war supplies? 

Mr. Vaucuan: That is a question we could not answer. We have not 
kept those records separately from our general business. It would be very 
dificult and almost an impossible thing to do. 

Mr. Hatrrenp: You handled very little munitions and war supplies in 
1946? 

Mr. VaucHan: There were a few war supplies moved in 1946. *They 
were supplies left over from the war, but generally speaking, there was not 
any large movement of war supplies moved in 1946. 

Mr. Hatrretp: Were munitions carried on a commodity rate or a class 
rate during the war years? 

Mr. VaucHan: They were carried on both. 

Mr. Harrretp: What was the idea in charging a class rate on munitions? 
Such a rate is nearly as high as the express rate. Why should carloads of 
munitions be charged class rates? 

Mr. VaucHan: We merely charged in accordance with the tariff approved 
by the Board of Transport Commissioners. 

Mr. Harrretp: Was there not an application made by the Department 
of Munitions and Supply to put commodity rates into effect on these 


- munitions? - 


Mr. VaucHan: There were negotiations constantly carried on in regard 
to the revision of freight rates. 
Mr. Harrietp: Were not most of the munitions throughout the country 
handled on class rates instead of commodity rates? 
Mr. VauGHAN: Whatever the tariff said. There were no alterations made 
4n the tariff and the goods were handled in accordance with the tariff. 
Mr. Harrietrp: That would have a lot to do with the revenue. 
Mr. VaucHan: That would have more to do with the revenue in 1945, 
but not much to do with the revenue in 1946. 
Mr. LaCrorx: May I move the adoption of that report? 
Mr. Rew: Before that happens, I have two questions to put. On page 9 
of the report there is the following statement:— 
Following a decision that the company would undertake its own 
testing of materials, a well-equipped chemical and physical laboratory 
has been established in Montreal. 


Is that not something new? 

Mr. Vauguan: Yes, we have established a new. laboratory in Montreal. 
Previous to that we had our work done outside by commercial laboratories. 
This was not completely satisfactory, so we decided, as some of the large rail- 
roads in the United States have done, to put in our own lab. We believed we 
would get better results, and, in the final analysis, it would be more economical. 
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Mr. Rew: What did it cost? 


Mr. Vaucuan: I have not the cost of establishing the laboratory, but it  @ 


was not heavy. The payroll cost is about $24,000 a year. 


Mr. Rem: I am not questioning the advisability of it, but how would it | 


compare with the cost of having it done outside? 


Mr. Vaucuan: I have not the exact figures here, but it was not satisfactory 
having it done outside. You will appreciate that a system the size of ours calls 
for research to be carried on all the time in connection with the various materials 
which we use. Here is a report which will give you some idea:— 


There were 7,336 analytical determinations on samples arising out 
of the inspection and acceptance of materials purchased and 2,747 deter- 
minations on samples of materials sent in by various railway departments. 

There were 115 special investigations of a research nature which 
required 24 per cent of the total time of the staff. The reports included 
investigation of damage claims and failure of materials in service; 
research on lubricating and diesel fuel oils; oil and waste reclamation; 
paints for cars and locomotives; anti-corrision paints; tie treating mater- 
lals; heat insulating materials; hardwood charcoal substitutes; fire extin- 
guisher liquids; fiameproofing compounds; truck fusees and torpedoes; 
soap and cleaning compounds; carbon monoxide conditions caused by 
internal combustion engines, ete. 

Those are just a few examples of the work we carry one. 
Mr. Rew: Regarding the Department of Colonization and Agriculture, 
does it work in conjunction with the immigration authorities here? 
Mr, VauGHAN: Yes, they co-operate very closely with them. 
Mr. Hatrirtp: I should like to ask why the National Research Council 
is not used. Is it not doing the same work? 
Mr. VaucHan: The National Research Council would not care to under- 
take the work for the railway. 
Mr. Hatrteip: They are doing it for private corporations, why not do it 
for the government owned railway. 

Mr. Vaucuan: There is no corporation which would have anything like 
the work which the railway has to do. Our people co-operate very closely with 
the National Research Council. They work together on various developments. 


Mr. Nicuotson: In connection with this paragraph on colonization and 
agriculture, I wonder if Mr. Vaughan could give us a supplementary statement 


indicating the amount of land still available and where it is located? What are 


the prospects for having it made available? 
Mr. VaucHan: I do not think I have that information here, but I will get 
it for you, Mr. Nicholson. 
Mr. Hazen: Where is this new chemical and physical laboratory located? 
Mr. VaucHan: It is located on property in Pointe St. Charles. 
Mr. Hazen: You have not the cost of establishing it with you? 


Mr. VaucHan: I have not the cost of establishing it. It was an old building 
which we remodelled. 


Mr. Hazen: Could you get that information? 
Mr. VAUGHAN: Yes. 


Mr. Hazen: Did I understand you to say it was going to cost $24,000 
a year to operate? | | 


Mr. Vaucuan: That is correct, for wages. 


Mr. Hazen: Who did this work for you prior to the establishment of the 
laboratory? 


' 
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tay Vr, VaucuHan: We had several outside firms, we had the Milton Hersey 
- Company, the Canadian Inspection Company, Donald and Company, | think 
- there were perhaps half a dozen outside firms who did work. 

; Mr. Hazen: I understood you to say it was not satisfactory? 

a Mr. VaucHan: I would not say they did not do it in a satisfactory manner, 
so far as the work is concerned, but they did not always go as far as we wanted 
x. to go. : 

" Mr. Hazen: Could you tell us what this work cost for the last three years, 
' by the year? 

i Mr. VaucHan: I think we could get that information for you. 

} The Cuarrman: If you have discussed the preseident’s report sufficiently— 
Mr. Harkness: No, I should like to ask a question in connection with 


page 9 of the report, the fourth last paragraph. It states, 
An agreement was completed with the Canadian Pacific Railway for 
the abandonment of 12-2 miles of Canadian National line between 


Trelle Junction and Morinville, Alberta, and the joint use of 20-2 miles 
of the Northern Alberta Railways between N.A.R. Junction and Morin- 
ville. The appeal to the Governor in Council from the order of the Board 
of Transport Commissioners authorizing the abandonment of 64-7 
miles of Canadian Pacific line between Forth (near Red Deer) and 
Ullin, Alberta, was dismissed and an agreement between the two railways 
is being negotiated. 


~ What does that mean? Who launched the appeal and what is happening now in 
~ eonnection with it? 

a Mr. Vauguan: The Board of Transport Commissioners granted the railways 
- permission to abandon that line and lift the tracks. This appeal was made by 
the local people to the Governor in Council. The appeal was dismissed and the 
- order of the Board of Transport Commissioners confirmed, Therefore, the line 
_ was taken up. 

, Mr. Harkness: What is the situation going to be out there now? 

, Mr. VaucHAN: The situation is taken care of by each company using a 
portion of the other company’s line. We consider the transportation facilities 
provided will be entirely adequate. 

| Mr. NicHo.tson: Was this the line discussed by Mr. Shaw a few years ago? 
Mr. VaucHAN: Yes. 

Le Mr. Harkness: There will now be just one line of railway running from 
~ Red Deer out to Rocky Mountain House? 

: Mr. VaucHaAn: That is correct. 

, Mr. McLure: I should like to ask a question in connection with the 
- operating revenue and expenses. Do you keep any records of the operating 
~ revenue and expenses on a divisional basis? 

Mr. VaucHan: No, sir, we do not. 

Mr. McLure: You do not know whether one divisional operation is 
> operating at a profit or at a loss? 

‘ Mr. Vauauan: We do not keep details of that type, Colonel McLure. It 
' would be a tremendous accounting proposition to do it, and I do not think there 
_ would be any advantage in it. Such figures might show that losses would indicate 
_ certain lines should be abandoned, which would not be practical. 

» . Mr. McLure: That was my reason for asking this question. Our division 
» 3s entirely separated from the main division by a water course, and, having an 
- idea our division of the railways is operating at an excellent profit, I thought 
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we might be in a position to come to the honourable minister of Grane eacs and 
get some more benefits for our people. Be 
Mr. Rei: It is nice to hear that one division is operating at a profit. 4 
Mr. Hatrietp: How much was paid by way of damage claims in 1946 and 4 } 


1945? Have you those figures? = 


Mr. VauGHan: I think we have those figures. e 
Mr. Hatrietp: Was there not a large amount of perishable goods lost on ~ 


your line during the war? | 


Mr. VAuGHAN: Nothing out of the ordinary. There are always a tremendous 
number of damage claims before us. Our loss through damage to freight in 1946 _ 
was $2,318,000 and in 1945, $2,150,000. 


Mr. Hatrietp: I have in mind three carloads of eggs and three carloads of — : 


beef which were held on the siding at Napadogan for a month. You had to 


pay a damage claim on that. It was a complete loss. How many cases of that 4 


nature would there be during the war years? 


Mr. VauaHan: I do not think there were many if any such cases. Do you 
know anything about that case Mr. Walton? 


Mr. Watton: I do not recall that particular case. Our average on claims 
compares favourably with the large American roads. All of these claims which ~ 
arise, are, needless to say, carefully investigated and steps taken to avoid any 
mistake which may have been made. In many of these cases where claims are a 

made, especially on freight coming from American lines, evidence is available © 
to show that the damage occurred prior to our receiving the car. The whole 
situation is handled on an organized basis and no claims are paid which are 
not warranted. s 


Mr. Emmerson: I wanted to go back to the research and testing laboratory. a q 


This is the first time it has been mentioned in any report in the last number - 


of years. Is that more of a testing than a research laboratory? 

Mr. VaucHan: It is both. It is both for research and testing purposes. 

Mr. Emmerson: Is there any precedent for this? Are there any other 
large railway corporations which maintain their own testing and research 
laboratories? 

Mr. VAUGHAN: Yes, there are. 

Mr. Emmerson: And which have been established for some time? 

Mr. VAucHAN: Some of them have been doing that for a long time, such as 
the Pennsylvania railroad. They have had their own testing laboratories for 
years. 

Mr. Emmerson: So this is not a new departure? 

Mr. VaucHan: No, sir. . | 

Mr. JACKMAN: May I ask Mr. Vaughan in regard to the land settlement ~ 
question, which you are going to amplify later, if the C.N.R. still owns 7 
substantial lands or were they all turned over to the old Canadian Northern | 
Prairie Lands Company? % 

Mr. VaucHuan: No, we still have some few hundred thousand acres of land 
left, but I will get that figure for you. 


Mr. Jackman: It is not very substantial as far as future settlement is 


concerned? 7 
Mr. VaucHan: Some of it is. Most of the good land was sold, but there — 


is some left. We are selling it from year to year. We have been getting a fairly 


good price for it during the war. 


~e 
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Mr. Jackman: In regard to this predicated, or imaginary hotel in Montreal 
' if it is going to cost $14,300 a room what are you expecting to charge per day 
_ for a room? What is your scale? | 

3 Mr. VaucHan:+I do not think I have that figure here. We have not got 
quite that far. Of course, we can charge more now than we could a little while 
ago. 

Mr. Jackman: Granting that there may be a shortage of hotel space in 

Montreal, and that when your directors meet you have to scurry around to get 
accommodation for them, if there is a shortage and a possibility of erecting a 
a first class structure there there certainly is no shortage of private capital that 
might be put into it. Why does the railway want to venture into this type of 
expenditure? 
; Mr. VaucHan: We come back again to the point, Mr. Jackman, that we 
| have this property there which is very valuable, and which is capable of 
development, and is an exceedingly good site for a hotel. We have had several 
hs hotel companies approach us which wanted to erect hotels on both the north 
~ and south sides of Dorchester street, but they always wanted to exact too much 
: from the railway, and we were never able to make a deal with them. In other 
words, we could not come to terms with them. We nearly had a deal completed 
with the Statler people, but it fell through. We have had other large hotel 
~ chains which have approached us, too, but none of them have submitted what 
we considered was a satisfactory proposition. 

Mr. Jackman: The same reasoning would apply to all of that vacant space 
which Mr. LaCroix mentioned would be suitable for disposing to other interests. 
You said that was one of the reasons why you were anxioux to put up the present 
office building. 

Mr. Vaucuan: That is quite true. 

Mr. Jackman: But when it comes to a bird in the hand, when you can sell 
some property to a private hotel interest which will do a first class job, as the 
Statler people would, or any of these others, you find reasons for wanting to do it 
yourselves and for asking us to vote money for you in parhament. 

Mr. Vauauan: These hotel companies which approached us always made 
conditions we could not meet. They either wanted the land thrown in, or 
they wanted an office building put up in conjunetion with, the hotel, and wanted 
us to guarantee to take so much space in the office building. There was always 
something attached to it which we could not agree to do. 

Mr. NicHotson: If you had such a building as the Royal York near your 
terminal in Montreal would you consider you could pay interest on your 
‘nvestment and meet your actual expenses? 

Mr. Vaucuan: I imagine the Royal York is doing very well. 

Mr. Jackman: Would you also imagine the Royal York did pretty well 
prior to 1940? 

Mr. Vaucuan: When the Royal York was put up undoubtedly there were 
some years when they did not make money, but that applied to all hotels and 
to a great many businesses in Canada. 

Mr. Harrietp: It will apply again, too. 

Mr. Nicuotson: The Canadian Pacific considers it brings revenue to the 
company to have in Toronto a hotel such as the Royal York. Would you 
possibly feel that a similar hotel in Montreal might attract international tourists? 

Mr. VaucHaN: Yes, except we would not spend as much money on a hotel 
in Montreal as they did in Toronto. We are not going to put up as large a hotel, 
and the investment would not be as great. 

a Mr. Hazen: Do the hotels you own and operate now pay interest on the 
capital invested? : | 
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Mr. VaucHan: The hotels we own have never paid a great return on the 
capital but as I said before most of those hotels were put wp not with the idea 
of making money but with the idea of providing service for the public. 

Mr. Hazen: Is that your idea about this new hotel We have been talking 
about in Montreal? Is it to provide service for the public? 

Mr. Vaucuan: That hotel will be of a different class entirely. Its service 
arrangements will be such that it can be operated economically. 

Mr. Hazen: If you do go on with the construction of a hotel in Montreal 
your intention is to build a hotel which will pay interest on the investment? 

Mr. VaucHan: That is correct. We expect it will pay more than the interest 
on the investment. 

Mr. LaCrorx: Do you not think costs of construction will go down in three 
years from now? 

Mr. Vaucuan: I did not catch what you said? 

Mr. LaCrorx: The cost of construction will go down? 

Mr. Vaucuan: I think it will go down, but I should like to point out again 
that the construction of this hotel is not before us to-day. We do not intend 
to build it this year. 

Mr. LaCrorx: J quite understand that. 

Mr. JacKMAN: By the time it does come it may be like your aviation office 
building. It is only a week away from signing on the dotted line. I do not think 
that we have heard before in this committee about an aviation building being 
proceeded with in Montreal, and it is almost too late now for the railways to 
even go so far as to accept wise counsel, shall I say. 

Mr. LaCrorx: I think it is different in that case, because they have been 
guaranteed a certain amount of revenue. They are closing the deals right now. 

Mr, JACKMAN: Once they get the leases they have some assurance. 

Hon. Mr. Cunvrier: Mr. Jackman, is it not a matter for the board of 
directors of the Canadian National Railways to decide whether or not in their 
judgment, this project, which appears to be an integrated project, is a wise 
thing? Having decided that they ask for the approval of the government. That 
is the method in which the Canadian National Railways operate. Then, having 
done that they come before the committee to receive approval of their action. 


Mr. Vaucuan: I should like to amplify that and say that there is no project 
that we proceed with which is not very carefully analysed in the greatest detail 
by our board of directors before anything is done about it. 

Mr. Jackman: I do not doubt that. I have more confidence in the operating 
management than I would have in the board. If you pass it they will probably 
ah iS Sas you have so much more knowledge, not that they are not an 
able board. 


Mr, VaucHan: Our board is not a “yes” board. They are a very active 
board. We have got to prove to them the reason for everything we do. 


Mr. Jackman: Well, you know how it operates, Mr. Vaughan, but, as the 
minister said, these things sometimes get so far along you cannot stop them. 
I think we should decide whether or not a hotel in Montreal put up by the 
railway itself is necessarily an integral part of the railway’s operations. Mr. 
Vaughan said the only’ reason certain other offers were not accepted was 
because they were not satisfactory in terms, not because they would inter- 
fere with the integration of the railway itself. In other words, it is 
Just a question of bargaining which was not quite satisfactory, so the 
railway would like to operate it itself. There is no doubt that the larger your 
whole structure is and the more monumental the hotels you have the greater is 
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your enterprise. It is a natural human desire, but at the same time this com- 
mittee is here to make sure that we do not get too far embarked on a policy of 
expansion for the railways, and some of us prefer private ownership to public 
ownership. 

Mr. VauGcHAN: This matter was very carefully analysed by the Statler Hotel. 
Company and by ourselves in co-operation with them. It was found there were 
fewer hotel rooms per capita in Montreal than in any city on the North American 
continent. It was found, notwithstanding the fact that Montreal has a very 
rouch larger population than Toronto, that Toronto has very many more hotel 
rooms than Montreal. Vancouver has more hotel rooms. Montreal is greatly 
deficient in hotel accommodation. 

Mr. JAcKMAN: Those reasons would all be evident to the people who are 
seeking to build on the railway property, Mr. Vaughan, and I should think their 
terms would be modified accordingly. In other words, it would be such a splendid 
place to build a hotel that it would be apparent to those people who are in the 
business and who understand the operation of hotels. 

Mr. Hatrretp: Did you make allowance for the new hotel going up in 
Montreal at the present time? 

Mr. Vaucuan: Yes, we did. Of course, that hotel is a popular priced hotel, 
so-called, which would cater to a different class of people. There are very few 
facilities in Montreal for conventions or anything of that kind, and Montreal! 
has a lot of advantages as a convention city. Many people do not come to 
Montreal at all because they cannot get hotel accommodation. 

Mr. Hartrrevp: Is there not a proposed extension to the Windsor hotel? 

Mr. Vaucuan: I do not know what the Windsor intend to do. They have 
been talking about putting up an extension for a great many years, but they have 
not done anything about it yet. 

Mr. McLure: Has there not been a demand made to you by the travelling 
public to build this hotel? 


Mr. VAUGHAN: Yes. 

Mr. McLure: And different associations? 

Mr. Vaucuan: We have had many requests to put up a hotel in Montreal. 
Mr. Harkness: At the bottom of page 5 you make this statement:— 


In the last quarter of the year the downward trend was reversed 
and there was an increase of 3:7 per cent as compared with the same 
period of 1945. / 


I have three questions I should like to ask on that statement. The first is, 
what is the reason for that increase? The second is, has it been continued into 
the first quarter of 1947, and the third is, what do you estimate is going to be 
the situation as far as traffic is concerned for the year 1947? 

Mr. VauauHan: I would say in reply to the first question that factories 
have got back again from war production to producing consumer goods, and 
they can sell all their products to-day without difficulty. I think that was the 
reason for the increase in the latter part of the year. You might say the 
change-over from war production to domestic production had started, which 
caused an increase in traffic after the lull. 


Mr. Harkness: This increase in traffic was mostly in manufactured goods 
and supplies for these factories? 

Mr. VaucHan: I think so. In regard to the second question we are showing 
an increase in traffic so far this year. In fact, our increase this year is 9-9 
per cent. 

Mr. Harkness: For the first quarter of this year? 
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April this year. 
Elizabeth at New York and coming to Canada? 


as to the estimate for the current year of what the traffic is likely to be? 
Mr. VaucHan: We have a budget prepared here which will be submitted 


to the committee in due course. It shows that we expect to earn this year | 


$402,000,000 gross as against $400,000,000 in 1946. We expect our traffic to level 
out and be maintained on an even keel during the last six months of the year. 

Mr. Harkness: You do not anticipate this 9 per cent increase, which you 
have had so far, will continue? 

Mr. Vaucuan: We do not think it will continue in that ratio, no. We think 
there may be a small increase, or perhaps no increase at all, but after calculating 
the thing for all our regions and getting all the information we can we figure 
at the end of this year we will have $2,000,000 more gross than we had in 1946. 

Mr. Harkness: That sounds very satisfactory. 

Mr. JACKMAN: What is the estimate of net? 

Mr. VaucHan: The estimate of net is not very good. 

Mr. JackMAN: On the basis of present rates and on the basis of the 30 per 
cent application? 

Mr. VaucHan: On the basis of present rates we estimate a deficit of 
$31,000,000 in 1947. 

Mr. JackMAN: And on the basis of the 30 per cent increase for which you 
are asking? ; 

The CuarRMAN: We are getting on to the budget gentlemen. 

Mr. VauaHan: I have not got these statements. They have all been filed 
with the Board of Transport Commissioners. 

Mr. Jackman: If your application is granted you would break about even 
in 1947? 

Mr. Cooper: It would depend on when you get the increase. 

Mr. VaucHaAN: Perhaps you can hurry it along a little bit. 

Mr. JAckMAN: May I ask this question? In your consolidation income 
account under operating expenses you have maintenance of way and structures 
$73,000,000 against $76,000,000 in the previous year. | 

Hon. Mr. Curvrier: $67,000,000. | 

Mr. JackMAN: Yes, I am sorry, that is on maintenance of way. Mainten- 
ance of way structures and maintenance and depreciation of equipment are the 
first figures, both of which are about $3,000,000 short of what they were in 1945. 
It would seem to me that this would indicate that you have saved on ‘your 
controllable expenses wherever possible by not spending money on maintenance 
of way. I will have that applied to the first item, chiefly, and not to deprecia- 
tion. It will apply almost equally to both, perhaps, but I have noted that you 
transferred from deferred maintenance, $13,524,000 and credited this to expense 
account which, of course, improved the position. You were $13,500,000 better 
off in 1946 because of certain monies you accumulated during war years, than 
you would otherwise be. I wonder if Mr. Vaughn or Mr. Cooper would explain 
what did happen, what procedure was followed which caused the railway to 
spend less money on actual maintenance of way, structures and equipment 
than you did the previous year. You charged less to the year’s operation, as 


it were, and at the same time you drew back or transferred from the deferred — 


maintenance account accumulated on your books, $13,500,000; that would seem 


Mr. Vaucuan: For the first quarter of this year. That is up to the 21st of 4 
Mr. Rew: Do you get your fair share of traffic arriving on the Queen : 


Mr. HarKness: I wonder if Mr. Vaughan could answer the third question a 


; 
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- to me to indicate that you rather charged last year’s operation about $16,000,000 
or $17,000,000 less than you did the previous year. Had you charged an equal 
‘ amount, your deficit would be $16,000,000 or $17,000,000 greater than you show? 
Mr. VauaHan: We actually spent more money, Mr. Jackman. The 
difference, was taken out of reserve. 
| Mr. JackMAN: You did not spend more money. 
* ‘Mr. Cooper: You are looking at figures which have been reduced by 
~ $13,000,000. If you would add the $13,000,000 before you make a comparison, 
you would see there was an increase in 1946 expenses over 1945. 
- ‘Mr. Jackman: As I see it, you spent on maintenance of way and structures 
* last year $67,000,000 as compared with $70,000,000 in 1945. 
- Mr. Cooper: Yes, but $67,000,000 is after applying these credits from the 
“reserves. 
Mr. JACKMAN: I realize that. 
Mr. Coorer: Prior to the application of the credit, the figure was larger 
in 1946. 
Mr. Jackman: You mean you really spent $80,000,000, that is the effect, 
is it? 
Tup CuHairMAN: Mr. Reid has a question he wanted to ask. 
Mr. JackMAN: You really spent $80,000,000 on maintenance of way and 
structures last year and charged $67,000,000 of it to the year. 
Mr. Coorer: Not if you confine your question to the one point. Taking 
_ the maintenance account, we actually spent more money in 1946 than we did 
in 1945, but by reducing ,our expenditures by credit from the reserve account, 
It appears as if we had spent less. 
ia Mr. Jackman: As a result of being able to draw on this accumulated 
deferred maintenance account you were able to save $3,000,000 expenditure on 
one account and $3,000,000 on maintenance and depreciation on the equipment 
account, so really you would have had to spend $6,000,000 currently, not just 
for deferred maintenance but for current maintenance, had you not had the 
_ deferred maintenance account upon which to draw. Therefore, I say your true 
picture for the year might have been $6,000,000 worse than it was. 
Mr. VaucHan: Except this, we would not have spent the money had we 
- not had the reserves. 
Mr. JAcKMAN: I presume the money was well spent. 
| Mr. VaucHan: It was very well spent. Those reserves were built up to 
- take care of maintenance which had to be deferred during the war when men 
and materials were not available. 
Mr. Jackman: How much have you got left in the deferred maintenance 
account now? 
r Mr. Cooper: We have $33,000,000. 
Mr. JacKMAN: ‘This year, I suppose, you will do something the same as 
last year, you will be drawing to some extent on that account? 
i Mr. Coorrer: To some extent; our budget allows about $10,000,000 to be 
] paid out of reserves in 1947. | 
; 
4 


Mr. Jackman: It did seem to me, had you been building up a case for a 
rate increase, you could have charged more to the year’s operations. 

Mr. Cooper: We could have shown a very much worse picture. 

“Mr. Jackman: And still be true to sound accounting principals. 
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Mr. Coorer: The reserves were created to take care, after the war, of — 
expenditures which should have been made during the war. We are using them 
for the purpose for which they were created. rs a) 
THE CHAIRMAN: Mr. Reid, I think you have a question. | : 
Mr. Rep: I was interested in knowing what facilities you have for taking a 
care of passengers arriving say, on the Queen Elizabeth or other ships coming 
‘to Canada and landing in New York? HA , 
Mr. VaugHAN: We have an organization in London. We have a European if 
manager there who supervises all our traffic offices in Europe. We have offices 
in Southampton, Glasgow and Liverpool. I think if you refer to page 33, you 
will find we have offices in Great Britain, in Belfast, Cardiff, Glasgow, Liverpool ~ 
and Southampton. ‘Then we have, for unrouted passengers, our own offices in 
New York. We are constantly after every passenger we can get. 
Mr. Hazen: The second paragraph on page 6 says, 


The freight rate increases authorized by the Interstate Commerce 
Commission of the United States effective July 1, 1946, added $4,290,000 
to the gross revenues of the system. 


Mr, VauGHAN: Yes. 

Mr. Hazen: Could you give, not now, but perhaps this afternoon, a break- 
down of the earnings of the system in the United States, passenger and freight 
earnings? You are operating a number of railways in the United States? 

Mr. VaugHAN: Yes, we have three important railways there, the Grand 
Trunk Western, the Central Vermont and the Duluth, Winnipeg and Pacific. 
Mr. Hazen: Could you give us a breakdown of those? 

Mr. Vauauan: All right, sir. 9 


Mr. Hazen: What I am more particularly interested in is your road which 
runs to Portland. It runs from Montreal to Portland, does it? 3 


Mr. Cooprr: We have a breakdown of that. 

Mr. VauGHan:.You probably saw where we are in trouble with the city 
of Portland because they consider we are letting our facilities deteriorate and . 
not putting sufficient traffic through there. 

Mr. Hazen: I was going to ask a question about that line and I should 
like to get this information. 

Mr. VaucHan: We will give you what grain was handled through there 
in 1945 and 1946, that will give you a good idea. 

Mr. LaCrorx: I would move the adoption of this report. 

The Cuamman: Have you discussed this report sufficiently? I have a 
motion that it be adopted. 

Mr. Pounior: Is 1t true that there have been Interstate Commerce Commis- i 
sion rulings which favoured the longer haul on the American railways rather ¥ 
than the shorter haul via the Canadian National lines in the United States? 
‘They are setting rates cheaper for the American railways than for the Canadian 
National railways? | | 

Mr. Vaucuan: I do not think so. The United States rates are substantially 
higher than our rates in Canada, taking them all the way through. They were 
higher before they received this recent interim increase which they received on 7 
the first of July, and they received another increase on the first of January. © @ 
Before they received any increase at all, our average per ton mile rate was lower | 
than the average in the United States. 

Mr. Poviior: Do not the rulings of the Interstate Commerce Commission 


favour the American railways to the detriment of the Canadian National in some 
instances? 
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Mr. VaucHan: I do not recall any instances. I think the Interstate Com- 
merce Commission has been very fair in that respect. 

Mr. Pouutor: Are their rates standard? 

Mr. VaueHan: Oh, yes. _ : 

Mr. Hazen: May I ask a question concerning the last part of Mr. Vaughan’s 
report? It says, 

The department brought a limited number of British immigrants into 


— 


: 


Canada and is in a position to deal with large scale movements when 
it is called upon to do so. , 
; How did you bring them in? You had no ships of your own? 
‘ Mr. VaucHan: No, sir, their transportation is, in some cases, arranged by 
our London office. We get them from vessels at Halifax, Saint John or some- 


where else. 
Mr. Hazen: What part did you play in bringing them in? Did you start — 
in the old country or where? | 
Mr. VaucHan: Our activities in connection with them would start in the 
old country. 
Mr. Hazen: You arranged for their coming out here? 
Mr. VAuGHAN: Yes. 
Mr. Hazen: Could you give us any idea as to how many came? 
Mr. VaucHAN: The figures are given on that page, but I may say this, we 
have had to add one or two additional stenographers to our London immigration 
office because the enquiries are coming in so fast we had not sufficient staff to 
answer them. | 
Mr. Hazen: I was referring to the number you have brought in. 
" Mr. Vaucuan: I think a large number of those were the wives of soldiers 
and some may have been Poles who were brought in under the auspices of the 
- government. 

Mr. Hazen: You have referred to them as British immigrants. Are you in 
a position to give us the number? 

Hon. Mr. Cuevrier: It is set out on the page from which you have read, 
4,922 persons. 

Mr. Hazen: It refers to the number of people who were established in 
agriculture, mining and forestry. It also says, 

“The department brought in a limited number of British immigrants—’ 
It does not say how many were brought in and I am asking about the British 
immigrants only. 

Mr. VaucHan: We will give you that information. 

Mr. Hazen: You say you are in a position to deal with large scale 
movements when called upon to do so. 

Mr. VAUGHAN: Yes. 

Mr. Hazen: But you have no ships of your own. How would you be 
prepared to handle a large scale movement? 

Mr. VaucHan: That means we have a staff to look after those people when 
ships are available. We have staffs there who are answering all kinds of 
enquiries about Canada as well as enquiries from industries which are considering 
establishing in Canada. 

I might say this, too, that we have an agreement with the Canadian Pacific 
with regard to certain immigration traffic which permits us to handle people 
ex their boats. 
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Mr. Pouttor: When people come on Canadian Pacific ships, do they take 
the Canadian National railways at the port? | | 

Mr. VAuGHan: It is fifty-fifty, I think. 

Mr. Pouutor: Is that because the Canadian Pacific cannot handle the 
situation alone? 

Mr. VaucHaN: No, we have an arrangement with them in respect to 
handling immigration which is working out satisfactorily to all parties. 

Mr. Pou.ior: Before the report is adopted, Mr. Vaughan, will you say why 
there is no electricity in the station at St. Arsene? There have been many — 
complaints about that condition, and they have to use fuel, which is a great 
inconvenience. I assume that there should be a standard service with electricity 
in all stations. } 

Mr. VaucHAN: We will go into that right away and we will find out what 
the reason is for it and what can be done about it. | 
Mr. Poutior: I have brought that to your attention now and you may 
answer me later. 
Mr. VauGcHAN: We will do that. . “a 
The CuairMAN: Gentlemen, would you care to adopt the president’s report? | 
Mr. Hazen: No; I move we adjourn. 


The committee adjourned to meet again this afternoon at 4 o’clock. 


AFTERNOON SESSION 


The committee resumed at 4 o’clock p.m.- 


The Cuarrman: At 1 o’clock we were discussing Mr. Vaughan’s report. . — 
Are there any other questions relating to his report before we take the financial 
statements? 

Mr. JackMAN: Mr. Vaughan, I have been thinking about that hotel 
which is admittedly somewhat in the future, and perhaps not of very practical 
import at the moment, but nevertheless I did not draw on my own imagination. 
It was brought out here by somebody who knew about it. I was just wondering 
how any private railroad company, let us say which had the same financial 
position as the C.N.R. has, could possibly contemplate going into an enterprise of 
that nature which was not absolutely necessary for the carrying on of its opera- 
tions. I thought it might possibly be a situation for having a subsidiary company, 
but then the bonds of that company would have to be guaranteed by a guarantor 
who was credit-worthy, and I do not understand how if this were a private 
enterprise, and on the financial record, you could possibly contemplate going into 
a new hotel venture such as that mentioned. Therefore it puts me on guard 
and makes me think possibly an enterprise of the nature-of the C.N.R., which 
has public backing, may get into things which it would not otherwise get into if 
it had to apply the sound common sense that is applied in the market place to 
ordinary enterprises. 

Mr. VAucHAN: I would not agree with that. Every proposition that we put 
up, and every dollar we spend is carefully analysed as to the results. This 
hotel would undoubtedly be of very great value to the railway. The railway 
has the property there. We believe, after studying the situation very carefully, 
that it will be a paying proposition. We can obtain a reasonable return on the 
investment as well as very substantially improve the railway’s position. 

Mr. JAcKMAN: I realize that from the figures and from the amortization 
which you have given although when I got down to that rather essential 
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feature of what is the rate per room per day it was not known. I suppose one 


can make estimates without starting at the bottom although frequently I like 
- to go right to the bottom and find out how it is built up. But it comes back 


to the point again that you could not, if you were an ordinary private concern 
and did not have the government of Canada behind you or parliament to advance 
you capital moneys, get into a situation like this. Would you not be stopped 
if you were on your own and not able to draw on what apparently has been 
an unlimited treasury? 

Mr. VaucHAN: Well, of course— 

Mr. Jackman: It may be sound but how would you finance it if you did 
not have the government behind you? 

Mr. Vaucuan: If we did not have the government behind us we would 
not be in the position we are in. To begin with, we would have a much better 
financial set-up and we would not be operating a lot of unprofitable lines. There 
is no doubt about that. On the other hand, if we were a private institution and 
if I owned that property personally and could raise funds to build a hotel 
there I believe it would be a good paying proposition. 

Mr. Jackman: It is the testing place of the market which gives validity . 
to our views and our judgments on things. In other words, we may have an 
idea that we can go into business and do well out of it, but by the time we have 
tried to raise money from our friends and then gone to the bank to raise some 
working capital sometimes our. point of view is changed. : 

Mr. Vaucuan: It may be. All I can say to you is that from a very close 
study of this situation we think it is a good business proposition. We think it 
will be very useful to the railway and improve the railway’s position very 
materially. The railways of South Africa are building hotels. The railways are 


‘ building more hotels in England. They do not do it in the United States because 


they are not permitted to do it under the I.C.C. rulings. 

Mr. JackMAN: While some of the American railroads have not done very 
well it has not interfered very much with the service to the people. There are 
just as good hotels or better all through the United States. 

Mr. VaucuHan: Except their situation is different to ours. It may not be 
different in Montreal, but in some of these other places where we have built 
hotels it is different. We put up a hotel in Edmonton when there was no first 
class accommodation there, and the same in Saskatoon. You are aware, of 
course, that the C.P.R. has double the investment in hotels we have. 

Mr. JackMAN: They may not be profitable there, either. 

Mr. Vaucuan: They consider they have been necessary to the welfare 
of the railway, I think. 

Mr. JackMAN: What was the reason for the I.C.C. ruling against the 
railways mingling in the hotel business? 

Mr. VaucHan: As you know the I.C.C. does not permut railways to go into 
any outside business of any kind. They do not operate their express. They 
do not operate commercial telegraphs. They are not allowed to operate passenger 
aeroplanes. They are not allowed to operate steamships. . 

Mr. Jackman: Is the I.C.C. composed of men who have the public interest 
at heart? 

Mr. VaucHan: They are supposed to be. 

Mr. Jackman: Or, are they just difficult to get along with? 

Mr. VaueHan: That body is supposed to be a properly constituted body 
which has the interests of the country at heart. 

Mr. JackMAN: If the railways of this country, and particularly the C.N.R. 
with public money behind it, are going to go into every venture which may 
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return a profit, there would apparently be no end to what they might do 4 


because you have an unlimited amount of money behind you. 


Mr. VaucHan: I can assure you that is the last thing in the world we ie 
want to do. Across my desk every day there is somebody who wants us to. ~ 


go into something, but we have declined right along to put money into various 
things which might bring a return to the railway because we considered it 
was not in the railways’ province to do that. I think this is a little different. 
We already have a string of hotels. We are in the hotel business. We own 
this land, which is very valuable, on which we pay taxes, and we believe that 
instead of having an outgo we can make a return on this investment. 
Mr. JAcKMAN: Was hotel occupancy down last year over the year before? 
Mr. VaucHan: I do not think occupancy was down. The earnings were 
down a little on account of the increased wages. we had to pay. 
Mr. JAcKMAN: Your service charges were more? 
Mr. VaucHan: There was very little difference in the service charges. 
Earnings may be a little higher now because we have been granted permission 
to increase rates. | 
Mr. Nicuorson: Did I understand Mr. Cooper to say that you could not 
make money on the hotels during the war, or did not make money in hotel 
operation? 
Mr. Vaucuan: I said we were not permitted to increase our rates. 
Mr. NicHoison: I understood Mr. Cooper to say that this morning. 
Mr. VaucHAN: We made money on our hotels all during the war. We did 
not make any great amount of money but we did make money. All the hotels 
individually were profitable, but that. happened the world over, you might say. 
Mr. NicHotson: You did better than you did in any other five years 
_ prior to the war? : 
Mr. VaucHAN: Undoubtedly. 
Mr. Jackman: What was your rate of occupancy over the system for last 
year and the year before? 
Mr. Cooprr: I have it by hotels. Do-you want it for the Chateau? 
Mr. JackMAN: I want the average figure. Approximately will do. 
Mr. Cooper: I have it by hotels. I have not the average over the system. 
Mr. JACKMAN: Is it 80 or 90? 
Mr. Cooper: The Chateau was 84. The Prince Arthur was 84. Minaki - 


was 82. Fort Garry was 89, Macdonald 93, Jasper Park 82, Bessborough 79. 


You might say about 83 or 84 per cent on the average. 
Mr, NicHotson: Have you comparable figures for a number of years ago, 
say 1937 and 1938? 
Mr. Coorrr: No, but we can get them. I do not have them here. 
Mr. JAckMAN: Would 1939 be the break-even point in hotel occupancy ? 
Mr. VaucHAN: We figure on the new hotel we can break even at 60 per cent. 
Mr. Jackman: Did you ever break even at 60 per cent on the hotels 
presently owned and operated? ) 
Mr. VaucHan: As I said this morning this hotel that we propose to build 
in Montreal—I do not know when we will build it—will be constructed in a 
way that will enable us to operate it much more economically than any of our 
other hotels can be operated. ie 
Mr. JAckMAN: There is no doubt that 80 per cent occupancy which you 


have enjoyed in recent years is extraordinarily high in relation to common 
experience. Ni 
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i ‘Mr. Vaucuan: I think that is a fair statement, but we believe the hotel 
business is going to be good for some time. ‘Tourists are pouring into this 
country. We have to turn them away if there is not accommodation for them. 
e. Chey bring a lot of money into the country. 

4 : Mr. Lacrorx: There is a lack of accommodation in Montreal right now. 
= There is no doubt this new hotel will be entirely occupied. It would be a good 
proposition. ‘There is no doubt about it. 

. Mr. Jackman: I wonder if some officer familiar with the details on hotel 
occupancy can tell the committee what the experience was in the latter 30’s 
when we had a fair average of business. 

Mr. VaucHan: It was not very good. 

Mr. Jackman: Not all good, but one or two years were good. 

Mr. Vaucuan: Some years it was good and some years it was not good, 
but our experience was no different to that of the other hotels. 

Mr. JackmMAN: I wonder if one of the officials could estimate what the 

break-even point was during those years? | 

f Mr. VaucHan: I hope you do not want us to go back to the depression 
ays. 

Mr. JackMAN: No. 1937 was not a bad year. 

Mr. Nicuotson: You stated this morning that you have $38,000,000 invested 
in hotels over the system. How much trouble would it be to give us a complete 
picture of all of the operation up to date since you have been in the hotel 
business? 

Mr. VaucHan: I do not think that would be difficult. It has been filed 
with the board every year. 

Mr. Nicuotson: And what interest on your investment you could pay on 
your operation? 

Mr. VaucHan: It can be done. We can give you what you want in connection 
with hotels. How far back do you want to go? 

Mr. Nicuotson: When was the Chateau taken over? 

Mr. Vaucuan: I guess about thirty years ago. 

Mr. Jackman: Perhaps we could put the question this way. Since when 
have the hotels been in the black? 

Mr. VaucHan: We will look that up. 

Mr, Coorrer: As a group they have been in the black right along. 
Mr. Jackman: All during the 30’s? 

Mr. Coorrr: I do not say every hotel but as a group, yes. 

Mr. Nicuorson: Without including interest on your capital? 
Mr. Coorger: I would not include interest on capital, no. 

Mr. Jackman: I would expect you to make an operating profit. You are 
not including interest on the capital or, under your railway accounting, depre- 
ciation on the hotels? 

Mr. Cooprr: No. 

Mr. VaucHan: But I think you will agree that some of our hotels probably 
are run on a little higher standard than they would be if they were ordinary 
commercial hotels. Take, for instance, the Chateau Laurier. We could cut 
down the services very materially and, make a lot more money, but we would 
not think it was in the interests of the Dominion of Canada to do that. 

Mr. Harrietp: You could not cut down very much on food. 
“Mr. VaucHan: Do you not get enough to eat? 
Mr. Harrtetp: I get enough to eat but it is not cooked. 


i 
v 


: 
WW 
> 


< Le Aen as un Meee aR a! et er ‘ , f 
‘ Et pet’ yes eed a fel ke! ay Py race At hee ee , \ = 
“G i ‘5 vy . iG ba J Fak Tiida rate Re ede 


40 ; SESSIONAL COMMITTEE 


Mr. Vaucuan: That can be very easily corrected. eR ae : 
Mr. Hatrietp: It is prepared in such a way. I never ate food like it in 
a hotel. | 

Mr. Vaucuan: This is the first complaint I have ever heard about the food 
in the Chateau. 

Mr. McCutiocu: I have been there for twelve years and I find the food 
very good. | 


Mr. LaCrorx: I have been there for fifteen years and I find it to be very 


good. 


Mr. Jackman: It is not as good as it used to be. I think you will have to 
admit that. 


Mr. Vaucuan: It is still pretty good. 
Mr. JAcKMan: Not bad. 
Mr, Hatrietp: You cannot find a hotel like it in this country. 
i, a NIcHOoLson: Have you, estimated what the profits on the cocktail bar 
will be? 
| Mr. VaucHAN: Yes, some estimates have been made in that connection. We 
think they are going to be very good. 
The Cuatrman: Any other questions? 


Mr. Hazen: T asked for some information about the earnings of the roads 
in the United States. 


Mr. VauguHan: We have that here. 


Mr. Hazen: I understood you to say this morning you had three main lines 
in the United States? 


Mr. Vaucuan: Yes, but they are really operated under different names. The 
line to Portland is operated under the name of the Canadian National Railways. 

Mr. Hazen: This is the line to Portland? 

Mr. VaucHANn: That is the line to Portland. 

Mr. Hazen: Oh, I see. Thank you. 

Mr. Locxuarr: Is that a lengthy statement? Can we have it read? 


Mr. Vaucuan: This is a statement of earnings and expenses of what we call 
our lines in New England. That is the line that runs from a point near Island 
Pond, Vermont, to Portland. 


Mr, Hatrretp: I do not know what you consider to be good food. . 


Mr. Hazen: How many miles is that? \s 


Mr. VaucHan: Between 150 and 160 miles. Freight earnings in 1946 were 
$1,732,000. Passenger earnings were $144,000. Other earnings were $217,000. 
Total gross earnings were $2,094,000. Operating expenses were $2,674,000, 
leaving a deficit on that portion of the line of $580,307. In 1946 we handled 
88,505 tons of wheat on the line. In 1945 we handled 489,819 tons of wheat. 
Does that give you the information you want, Mr. Hazen? 

Mr, Hazen: Thank you very much. 


Mr. Harrietp: What do you propose to do with the old sheds you have at 
Portland? They are very much in need of repair? | 

Mr. VaucHAaN: They are in need of repair. One of the elevators was dis- 
mantled. Some of the sheds have been dismantled, but the others, of course, are 
there to take care of the business that is offered. 


Mr. Harrretp: The cargo sheds are not in very good shape. I do not know 
about the elevator. 
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Mr. VaucHan: Some of those sheds were rented during the war to the United 
States government. We hope to fix them up sufficiently so they will not be dan- 
gerous, anyway. 

Mr. Hazen: The only question I might ask is, do you consider it advisable 
to operate a line of railway that shows a deficit of $580,000? 

Mr. Vaucuan: We could not do otherwise. The I.C.C. would never give us 
permission to abandon that line, and besides we have a 999 year lease made by 
the Grand Trunk many years ago on portions of that line which obligate us to 
operate it. 

Mr. JackMAN: You lease it to other American railroads? 

Mr. Vaucuan: No, we leased this from companies that were in existence 
at that time. 

Mr. Jackman: Companies not owned by the system? 

Mr. VaueHan: Not owned by the system. We paid a rental for the 
railway. We own it to-day. We did not own it up until a year or two ago, but 
we own it to-day. 

Mr. Jackman: As a matter of perhaps theoretical interest could you not - 


abandon that line? 


Mr. Vaueuan: No, the I.C.C. will not permit a line to be abandoned as 
long as that portion of the country needs railway service regardless of what the 
financial results are. They will not allow anybody to abandon a line purely on 
financial results. 

Mr. JAcKMAN: It is a nice type of business. 

Mr. VaugHan: The Board of Transport Commissioners would not do that 
in Canada either. There are any number of railways in the United States 
which would like to abandon portions of their lines, but the I.C.C. would not 
permit them to do it. 

Mr. Jackman: You are seized with the public interest then? 

Mr. VaucHan: We have to be. 

Mr. Lapointe: Do I understand you to say that the Board of Transport 
Commissioners will not allow the abandonment of a line merely on the financial 
results the company produces? 

Mr. Vauauan: That is one of the reasons advanced by us, but 1 have never 
known the Board of Transport Commissioners—perhaps I may be wrong—to 
consent to the abandonment of a line purely on account of the financial results 
obtained. They always take into consideration whether there are other forms 
of transportation that will give public service if that line is abandoned. 

Mr. Harrimup: Do you have any service on that line from Island Pond to 
Portland? / 
Mr. Vaucuan: We have a daily passenger train from Montreal to Portland 
as well as freight trains. 

Mr. Hatrietp: They pick up in the United States? 

Mr. Vaucuan: Yes. For instance, there are some large paper mills down 
there. There is the Brown Paper Corporation at Berlin, New Hampshire, and 
other industries which are served by our railway. 

Mr. Lavornte: Mr. Vaughan knows what I am thinking. The reason I 
brought it up was that every time the case has been argued before the Board of 
Transport Commissioners the argument of the railway has always been based on 
the bad financial results of the year’s operation? 

Mr. VAuGHAN: Yes, sir. 

Mr. Lapornte: I have noticed similar cases where abandonment was asked 
by the railroad for exactly the same reasons. 
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~ Mr. VaueHan: When we want to abandon a line we use every reasonable — 


argument as to why we should do it, and the principal reason we do want to 


abandon a line is because it does not pay. There is no doubt about that, but, 
the Board of Transport Commissioners in considering these matters always “| 
takes into account whether there is any other form of transportation which will 
enable the people in those communities to be provided for. 


Mr. Warren: I imagine most members have had experiences of that nature. 
Mr. Lapornre: Most of them sad experiences, too. 


Mr, JAcKMAN: Perhaps Mr. Cooper can tell me why the amortization of 
discount on funded debt is $537,000 in 1946 as against $1,183,000 in the previous 
year, half as much, and what happened to your financial set-up during that 
time? 

Mr. Coorrr: I think the explanation of that is in 1945 we called some 
bonds, and where bonds are called before their maturity date then any 
unamortized discount at that time must be written off. 

Mr, JACKMAN: In that year. 

Mr. Harrtetp: I see you spent twice as much on advertising in 1946 as you 
did in 1945. | 

Mr. VaucHan: We did step up our advertising very considerably in 1946, 
but it is still considerably below what it was some years ago. 


Mr. Harrietp: I suppose you did not have to advertise during the war? 


Mr. VaucHan: No, we did not have to advertise to any great extent, but 
we feel that the time has now come when it is necessary to again do some 
advertising. 

Mr. Nicuotson: I notice the new timetables are out, and the trans- 
continental trains both leave Vancouver within half an hour of each other. I 
was wondering if you could not have one leave in the morning so that travellers 
could see the province by day. 

Mr. VaucHAN: That matter has been up a great many times and has been 
studied very carefully by our traffic and operating officials. They all come 
back to the point where they consider it is in the interests of the public, from 
their investigation of the thing, and certainly in the interests of operation, to 
have the two trains run fairly close together. 


Mr. NicHotson: It would seem to me, in the summer time particularly, 
when so many people are travelling it might be a good arrangement. 
Mr. VaucHan: Perhaps Mr. Walton can tell us something on that. 


Mr. Wauton: As Mr. Vaughan says, we have had the situation canvassed 
pretty extensively. Our officers who have so canvassed the situation tell me that ° 
there are eight or ten in favour of the evening departure from Vancouver for one 
who is favourable to the suggestion of leaving in the morning. Apparently it is 
the same situation that applies in so many of the large cities where people are 
anxious to transact their business during the day and then be on their way at 
night. You can probably tell from your own movements whether or not that is 
your customary procedure but our people tell us that the public reaction is in 
that direction. As far as the mountain scenery 1s concerned those trains running 
on the schedules they do pass Mount Robson and Jasper and vicinity in the 
daylight hours although they miss the scenery closer to the coast. 

Mr. Nicuotson: Both trains get to Edmonton late at night. I would imagine 
people going to Edmonton might prefer to get in there in the morning. They 
both get into Saskatoon at an unearthly hour in the morning, | 

Mr. Watton: Yes, although there is a sleeper set off there to take care of 
that awkward hour of arrival. 
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Mr. Nicuotson: A few years ago you ran a crack train through Regina. I 


imagine the capital city of Saskatchewan might deserve a little better service 


than the C.N.R. provide. Have you given consideration to running one of those 
transcontinental trains through Brandon and Regina? 
Mr. Watron: That also was looked into and’ in view of the time loss that 
would be taken to cover Brandon and Regina it was concluded they should 
operate on the main line. 
Mr. Harrietp; What is the idea behind changing the schedule at different 

periods of the year? 

Mr: Watton: Different running times for the trains, you mean? 

Mr. Harrretp: Yes. 

_ Mr. Watton: Usually that 1s in response to some requirement in the cities, 
something of that kind. On the whole, long distance trains do not change time 
ereatly. 

Mr. Harrretp: I know they do not. What is the idea for changing at all? 
Mr. Watton: The change that has just been made, for example, in the 
transcontinental train from Vancouver to Montreal is made in order to secure 


an earlier arrival in Montreal, nine o’clock instead of eleven fifteen as it was 


during the war. 

Mr. Harrre.p: How many times do you change your timetable? 

Mr. Wautron: Two changes, when daylight saving time comes in and goes 
out. Those changes are necessary because a large number of local services are 
changed to coincide with daylight saving time. Other than that, the customary 


changes are made in June and September when the summer trains come on and 
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are discontinued. 

Mr. Harrtetp: Is that not an old custom and one which costs a lot of money ? 

Mr. Wauton: The supply of timetables is regulated according to the length 
of time the timetable will be in effect. We do not order as many as we would 
‘f it were in effect for the whole year. There are quite a number of trains which 
come on in the summer and go off in the fall. 

Mr. Nicnotson: How much time have you cut off the train from 
Vancouver? 

Mr. Watton: Two hours and five minutes. 

Mr. Nicuoison: Those who travel through the mountains seem to think 
your train goes a good deal slower than it might. Is there some arrangement 
with the Canadian Pacific which would account for that? 

Mr. Wauron: No, we think.it is a reasonable speed for mountain conditions. 

Mr. Nicuoison: It appears as though the Canadian Pacific trains go as 
fast as would be safe to travel, whereas your trains travel at a leisurely rate 
and could go faster since you have a better roadbed. 

Mr. VaucHan: Those trains are all timed so they will arrive and depart 
from Vancouver, Montreal and intermediate stations at convenient times. You 
cannot make them convenient to all people, as you will appreciate, but at the 
important centres we do try to have trains arrive and depart at convenient 
times. In connection with this transcontinental service, the Canadian Pacific 
and ourselves make practically the same time. 

Mr. Nicuoison: I suppose you could cut off two hours between Vancouver 
and Winnipeg? 

Mr. Vaucuan: We might have to depart and arrive too early at some other 
place. : | 

Mr. Murcu: You could cut a substantial amount off the time between 
Montreal and Winnipeg, if it were desirable? 
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Mr. VauGHAN: Yes. ee ee 

Mr. Murcu: I have had the experience of being two hours late and yet 4 
arriving on time in Winnipeg. ‘ 

Mr. Watton: There is some difference between the occasional case where — 
a train is late and able to make up time and being able to do it day in and 
day out. 

Mr. Moore: Could the time be cut between Boston Bar and Vancouver? — 

Mr. VaucHan: There would not be much object in doing that if we were 
going to bring our train into Vancouver too early in the morning. What time 
do we arrive in Vancouver now? i 

Mr. Watton: It does not change the arrival of west bound trains. It is 
around 8.30 or nine o’clock in the morning. 

Mr. VaucHan: That is early enough for most people to arrive. 

Mr. Watton: The Toronto train arrives at 8.45 and the Montreal train 
at 9.20. 

Mr. Hazen: You acquired 856 box cars last year, do you propose getting 
more box cars this year? ‘ 

Mr. VauGcHAN: Yes, sir. You will find that when you come to our budget. 
There is quite a lot of equipment in it. 

Mr. Hazun: Are there a good many more box cars on order this year? 

Mr. Vaucuan: Yes, we have a lot of box cars on order. 

Mr. Hazen: May I ask how many? 

Mr. VaucHaNn: This is all given in the budget, but I can give you all the 
cars on order. 

Mr. Hazen: No, just the box cars. 

Mr. VaucHan: There are 3,700 box cars on order for Canadian lines and 
500 for the U.S. lines. . 

Mr. Hazen: Do you expect any shortage of box cars during this year? 

Mr. VauGcHan: I think the situation will be a little tight on box cars during 
the year, but the worst is over. We had very unusual weather this year which 
delayed the movement of cars very considerably, as you know. We had storms 
all over the country, much more severe in some parts than were ever known 
before. This delayed the movement of traffic. 

Mr. Hazen: I understand there was a shortage of about 15,000 box cars 
in the east last year. 

Mr. VaucHan: I do not think there was anything like that, Mr. Hazen. 
Oe Hazen: I understood the shortage in the west was around 8,000 or 

Mr. VaucHan: There was not a shortage of that much. There was a 
shortage of cars for grain, but we have pretty well caught up with that. You 
must take account of the fact that a great many industries have stepped up their 
production in Canada, such as the paper and pulp people as well as various 
other industries. They are now producing to capacity and they require more 
cars. 

The CuHairman: Mr. Moore, you were going to ask a question? 

Mr. VaucHan: Since 1940 we have added 17,966 freight cars. 

Mr. Watton: Through to the end of 1946. 

Mr, JAckMAN: How many have you discarded? 

Mr. Cooprr: 4,638. 


Mr. Moore: Would the tonnage of the new cars be approximately the same 
as the old ones? | 
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Mr. VaucHan: Not compared with the very old-cars, but with the cars 


which were ordered in the last four or five years, there is little difference in 


the tonnage. 


Mr. Emmerson: I was going to ask whether you were handicapped by your 
loaded cars being held up for ships at the port? 

Mr. Watton: There is always a certain lag in connection with those cars. 
They are loaded on permits based on advice as to when the shipper expects the 
boat in. If that ship has to go in for some repairs or is delayed on the way over, 
any of those conditions would delay the discharge of the contents of those cars. 
Mr. Emmerson: Was this condition particularly bad on the Atlantic coast 
this year? : 

Mr. Wattron: Well, we had a lot of cars delayed, many for the reason 
of which you speak and some on account of weather. 

Mr. Emmerson: The delays due to weather would be an the central region? 
Mr. Watton: Yes. 

Mr. Emmerson: Not many of those delays would be in the Atlantic region? 


Mr. Watton: No, it was a very good winter in the Atlantic region, as 
you know. 


Mr. Hatrrevp: Is it not true there were a lot of cars in storage on sidings 


_ during February and March in the Atlantic division, empty cars? I understood 


that on one siding in the Atlantic division in February and March when the 
shortage of cars took place you had 300 empty cars. 


Mr. Watton: I do not know where that would be. 


Mr. Harrrietp: I can tell you, it is east of Napadogan, on the siding you 
built for the munition dump. 


Mr. Watton: That may be so. 


Mr. Hatrrietp: They were stored in the summer time and they stayed there 
during that period. 


Mr. VaucHan: They must have been cars which were not fit for service. 


Mr. Emmerson: Those cars may have been stored there waiting to go to 
the shops. 


Mr. Watton: There was also a slow movement last winter due to the 
unprecedented weather we had. 


Mr. VaucHan: There never would be 300 cars stored there in the summer 
which would stay there during the winter if they were fit for service. 


Mr. Hatrretp: I was told of this by a conductor on your own line. 
Mr. Vaucuan: I am not able to say definitely, but offhand I would say 


the conductor did not know what he was talking about. 


Mr. McLure: Is there a shortage of refrigerator cars? 


Mr. VaucHan: Yes; we depend for our supply of refrigerator cars, to 
some extent on the cars we get from the Refrigerator Car Company. We own 


a number of refrigerator cars. We are ordering more refrigerator cars. We 
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are building some and have ordered some to try and improve our situation. 
Mr. Watton: We are building them in the Transcona shop. 
Mr. Nicuotson: What is the situation in regard to diesel operated units? 
Mr. VaucHaNn: You mean diesel locomotives? 
Mr. NicHotson: Combination cars, oil-electric, I think you call them. 


Mr. VaucHan: We have not added much to that equipment. We have a 
good many such cars in operation. I do not know whether we have a list 
here of the number of oil-electric cars which we have. 
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Mr. JAcKMAN: On some of the branch lines where traffic during most of 4 
the year, at least, is not very heavy, is it cheaper to operate a diesel locomotive — 
with a few cars attached to it than it is to operate the old type of steam ~ 


locomotive which you use on most of these branches? | 
Mr. VaucHan: I do not think it would be on the branch lines where traffic 


is light. Diesel equipment is expensive and you have to get intense use out _ 


of diesel equipment to make it pay. It is the availability of the diesel for 
intensive use which makes it economical. 


Mr. JAckMAN: The capital cost of a diesel engine—I am not speaking of 
the big moguls or the great big ones, but take a small one such as I travelled © 
on in another country recently—would the cost of a small one capable of hauling 
three or four cars perhaps, or a half dozen cars—I do not know what would be 
reasonable—would it be very much more than the cost of a locomotive of the 
old type? 

Mr. VaucHan: I do not know that it would be today; but we, of course, 
have many light steam locomotives on branch lines which are very suitable 
for this service. We pay for a diesel switcher, which is a light locomotive, 
about $110,000, delivered in Canada duty paid. Some of the steam locomotives 
we have operating on these branch lines did not cost us $30,000. They are 
getting old and obsolete. They use considerable coal. Your argument is, of 
course, it might be more economical to discard those engines and buy diesel 
equipment. ‘There are no diesel locomotives as yet manufactured in Canada. 
The time may come when they will be manufactured in Canada. ‘There are 
none made here as yet. We ordered some small diesels for Prince Edward Island - 
and they are being partly built in Canada. 


Mr. NicHo.tson: Between Saskatoon and Prince Albert you have a small 
diesel unit operating. This would appear to be inexpensive. How many of - 
those have you? 


Mr. VauGHAN: 37 for the system. 

Mr. Wauton: We are not planning any additions to those. 
Mr. NicHotson: Would not that type of equipment enable you to compete 
with the buses a little more successfully? Some of our branch lines are com- 
plaining about getting trains three times a week, or a train once a day which 
picks up the local freight. I imagine something will have to be done if your 
local passenger service is to be made attractive to these people. 


Mr. Wauton: One thing which slowed us down in getting more of these cars 
similar to the one operating between Saskatoon and Prince Albert is the fact 
that there are only certain places where they can be used to advantage. We 
have to move them around from place to place at various times. Sometimes 
the travel gets too heavy for the amount of accommodation there is in a 
diesel car, or the trailers it can haul, in which case we transfer it to some other 
place. ‘There are not an unlimited number of places where such a unit could 
operate satisfactorily. There has been one operating between Saskatoon and 
Prince Albert for a considerable time and it has done a good job. 

Mr. Mutcu: How are they in the snow? 


Mr. Watton: For real heavy snow, it is advisable to change to a steam 
locomotive, but in a light snow they would get through. 


Mr. McCuuttocu: In regard to the train which leaves Ottawa at four 
o'clock to connect with the Ocean Limited, if that train is ten or fifteen minutes 
late on arrival at Montreal, you have to get out of the Ottawa train, have your 
baggage taken upstairs and then take it down again to the Ocean Limited. 
Under the old arrangement we could step off the four o’clock train and cross 
the platform to the Ocean Limited, but now we cannot do that. 
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Mr. Watton: I will have that looked into, Mr. McCulloch, to see the 
reason for that. On many occasions the trains have been side by side. 

_ Mr. VaucHan: We used to plan to have that done. I do not know any 
reason why it should not be done. We will look into it. 

Mr. McCuttocu: Coming up on April Ist, I was in car 27. I think that 
car must be very nearly 50 years old. It is the roughest car I was ever in. 

Mr. Vaucuan: What kind of car, a sleeper? i 

Mr. McCuttocH: Yes, I was in drawing room B. I ordered a drawing 
room a month ahead and paid for it. When I got down to the train, someone 
else had that drawing room. It just happened there was this drawing room 
vacant and I obtained it. 

Mr. VaucHan: Probably that drawing room was over the wheels, which 
is where the drawing rooms are in the older cars. Probably the car needs 
shopping. We have stepped up our staff to shop as many cars as we can since 
the war, but we have not caught up as yet. 

Mr. McCuttocu: The main thing is that connection between the four 
o’clock train and the Ocean Limited. 

Mr. McLure: Is it planned to place diesels in service on the whole of the 
Prince Edward Island railway? 


Mr. VAauGHAN: Yes. 

Mr. McLure: It would take about how many? 

Mr. Vauacuan: About twenty locomotives. 

Mr. Warren: I think Mr. Lapointe has a plan for that old car. 


Mr. Larointe: I am collecting all 50 year old cars for that little trunk line 
in Lotbiniere. What is the situation with regard to passenger cars? Is there 
any necessity for feeding out to these little branch lines all the obsolete equip- 
ment the railroad has? The last time I travelled on that line in the winter, 
we had one of those old cars with the stove in it. It took us from ten minutes 
to six, which is the time it leaves Levis, to 12.30 to get to the terminal which 
is 384 miles away. 

Frankly, I quite realize that in the summer, possibly the local population 
does not encourage the Canadian National as much as it should. But, in the 
winter, it is the only means of travel. There are absolutely no roads open. 


These trains are packed and people are standing up in the aisles. 


Mr. VauGHAN: Perhaps if they would use the railroad in the summer as 
well as the winter, they would get better equipment. 


Mr. Lapornte: Possibly if we got thé proper service in the winter, we could 
encourage the people to use the railroad in the summer. 


Mr. VaucHan: We have a lot of equipment on order. We will enquire into 


_the situation and see if we can do anything about it. 


Mr. Laprornte: It is a mixed train, passenger and freight service, but, I do 
not see any reason for stopping for an hour and a half in the middle of a field 
as is done, where there is no station. I do not know whether the engineer has his 
supper or what happens, but that is a regular thing. As a matter of fact, people 
do not complain about it any more. They take it as a sort of routine. 

Mr. VaucHan: That is not a very busy line. 


Mr. Lapointe: It runs regularly. As I say, in the wintertime it is the only 
means of transportation for at least ten municipalities. There are no roads open. 
Mr. LockHart: May I confirm what Mr. Lapointe says on this matter. We 
are travelling up from Toronto to the border on a train which is operating 
practically all the time with these old cars with stoves in them. This train is 
running twelve months in the year. I was just about to ask Mr. Vaughan or 
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someone in authority if they could give us some idea as to when that situation 
might be corrected. I think they have had plenty of notice about it. ahs 

Mr. VaucHAN: As you know, it has been next to impossible to get passenger 
equipment during the war. In fact, the manufacture of passenger equipment 
was banned curing the war and we could not get any. | 

Mr. Lockuart: But it is two years since that ended. , 

Mr. VauGcHAN: Yes, but we have had passenger equipment on order for 
some time and have not got-it. We have had passenger cars on order for a year 
and we have not received them. : 

Mr. Leckuart: May I say, Mr. Vaughan, that I think I brought it to your 
attention some time ago. The train leaving Toronto at 1.30 has five air- 
conditioned cars travelling west of Hamilton, all nicely upholstered with pivot 
seats. Travelling from that point on to the border, at which time there were a 
lot of United States people who were complaining very hbitierlv of it, we had 
the old stove cars about which Mr. Lapointe complains. The air-conditioned 
cars were taken off at Hamilton and we went on through to the border with the 
United States people who are used to travelling on better trains, riding in these 
old ears. I wrote a letter to the minister pointing that out, and that has been 
going on for some time. [ think it was probably brought very definitely to your 
attention because I checked the equipment. I can give you the numbers of the 
cars. 
Mr. VaucHANn: Is that on a specific train? | 
Mr. Locxuart: The one leaving Toronto at 1.30. Five cars, one a buffet 
car, were going west of Hamilton and the other three cars were of the very 
obsolete type. The conductor was kind enough to say he was going to try to 
have one of those air-conditioned cars carried through to Buffalo. 

Mr. VaucHan: Was that a condition which occurred recently? 

Mr. LocxuHart: Yes. 

Mr. VaueHan: We are short of passenger equipment, but we will look into 
the matter. I think people going to the Niagara frontier are entitled to better 
equipment. | 
Mr. Lockuart: They are writing to me all the time. I wrote to the minister 
about it and he probably passed the letter on to you. 

Mr. VaucHaN: Yes, he passed it on to us. We have taken it up with Mr. 
Pringle in Toronto. We hope to be able to improve that situation. 

Mr. Locxuart: In view of the fact we are going to spend many millions 
in hotels, office buildings and so on, I might say there is also a service which 
has fallen into disrepute and that is the boat service from Toronto crossing 
Lake Ontario. How long, Mr. Vaughan, do you suppose it will be before there 
will be any improvement in the service across the lake, or will it be discontinued? 

Mr. VaueHan: That is a very difficult question to answer, Mr. Lockhart. 
I know the situation very well. You have one ship which is not too old and 
one which is very old operating there. They do perform a service. They carry 
about 1,000 passengers each. The Northumberland is not the type of boat we 
would like to have there, and we would not have her there if we had anything 
to take her place. That is another case where before the war we had thought 
seriously of abandoning the operation of these vessels. 

Mr. Lockuarr: Yes, but I mean are they continuing? 

Mr. VaucHan: Yes. And I think you were one of the ones who took it up 
at that time. 

Mr. LockuHarr: Yes. 


Mr. VaucHan: Then the war came along and the boats did reasonably well 
during the war because people could not get gasoline with which to operate 
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their automobiles. We intend to operate that service this summer. Some people 
have approached us with a view to selling the boats to them. If we did sell, 
of course, a condition would be that they continue to operate the boats in this 
service. We have done nothing about that as yet, but we intend to carry on 
that service this summer. 


Mr. LockHart: There is no improvement in sight? 
Mr. Vaucuan: Not immediately. 


Mr. Locxuarr: Mr. Chairman, I might point out that a number of 
complaints have come from the people living on the peninsula there, and there 
are a lot of nice people, American citizens, who are inclined to use the boats 

- and who like to travel that route but who are terrified by the type of equip- 
ment; not only the old steamers but they complain of other conditions as well. 
- That is why I thought the matter should be brought up. : 

Mr. VaucHAN: We are trying to improve the inland situation there. We 

have a number of additional buses on order. | 


‘< Mr. Lockuarr: You are going to improve the service? 
Mr. VaucHan: We have improved that situation very considerably, as you 
know; but we have not been able to do anything in a large way. We have a 
number of items of equipment on order at the present time for that service. 
“Mr. Locxuart: May I ask Mr. Vaughan to go into that situation before 
he throws $16,000,000 into that other thing. 


Mr. Murcu: I would like to add a little to Mr. Lockhart’s observations 
with respect to the American tourist. In the part of the country from which I 
come we have a lot of very antiquated equipment, it is used particularly on 
our branch lines. 

Mr. Locxuart: That is not British Columbia, I hope. 

Mr. Mutcu: No. 


a Mr. Wauton: If I might say a word before you leave the matter of 
passenger equipment; we started out at the beginning of 1946 with a stepped-up 
_ program of repairs to existing passenger equipment and we have made only a 
moderate improvement in conditions because of the slow receipt of materials 
and also the limited extent to which we could get qualified workmen to do the 
job. We have made some advances in it and we have continued to, but we are 
not making anything like the progress we had hoped to at the beginning of 1946. 
Since the close of the war the material situation has deteriorated. I am speaking 
now of the repair of existing equipment. The difficulty with respect to getting 
new equipment is even greater and, I believe, is well known. 

The CuatrmMan: Gentlemen, if it is permissible for me to say a word or 
two; on the line between Toronto and Windsor there have been some two chair 
cars. I understand they were rebuilt from hospital cars, and I have heard some 
very nice comments on those cars. I do not know whether any of the gentlemen 
present have been on them or not. The comments have beem very appreciative, 

and I understand that they were made from hospital cars used during the war. 
' Is that so, Mr. Vaughan? 
Mr. VauGHAN: Yes. 


{ Mr. Hazen: The first page of Mr. Vaughan’s report gives the interest on 
_ the funded debt, $23,358,514, and interest on government loans $21,000,000-odd. 
_ I wonder if we could have placed on the record the debt of the railway from 
1937, when we had a capital revision, to 1946. I suppose that would be the 
_ funded debt and the Dominion loans and the share capital. 


_. Mr. Cooper: We could give you that for each year. 


z Mr. Hazen: Have you got that before you? Would that be any trouble. 
a -88463—4 
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Mr. Cooper: That would be no trouble whatever. 
Mr. Hazen: You have it here? 
Mr. Cooper: We have it in Ottawa. We could give it to you to-morrow. 
Mr. Hazen: Could we have it on record? 

Mr. Coopmr: Yes, sir. 


Mr. Hazen: Also I would like to have each year from 1937, whether you 4 


had a deficit or a surplus, and the amount. 

Mr, VaucHan: Yes, sir. 

Mr. Hazen: It says here that in 1946 you had a deficit and the year 
before, 1945, you had a surplus. | 

Mr. VauGHAN: We will give you those figures. 

Mr. Harrieup: Has any consideration been given to the building of a 
frost-proof potato house on the mainland across from Borden? 


Mr. VaucHan: The matter has been talked about on different occasions. ~ 


We did not feel that it was an obligation of the railway, 


Mr. Harrieip: It should be an obligation of the railway. You save a lot 
of time in your refrigerator cars. These refrigerator cars cross to the Island 
and probably half the cars you take over there are full of ice. They are set 
out on some siding and can’t be used while the ice is in them. They have to be 
shipped to some division point and have the ice taken out of them, and it very 
often takes as much as ten days to get the car back into service, before it can be 
returned to the mainland. 


Mr. Vaucuan: That matter has been up on different occasions, Mr. Hatfield, 
and the position we have always taken is that it was not an obligation of the 
railway but rather an obligation of the potato growers. 

Mr. Harrierp: Well, I think it is an obligation of the railway, myself. 
In the state of Maine practically all, at least half of the potato warehouses are 
owned either by the C.P.R. or the B. & A. Railway. 

Mr. VaucHan: We made an investigation of that not so very long ago, and 
we found out that most railways over there did not own the potato warehouses. 

Mr. Harrreyp: Well, there must have been a change lately. 

Mr. VaucHAN: That is just recently. We sent people to investigate that. 

Mr. Harrretp: I think it would save the railways a lot of money and they 
would be rendering a useful public service, particularly to Island shippers; 
and then if you could get a lot of cars across in the fall of the year and have 
storage on the mainland you would save a great many delays. 

Mr. Vauauan: Mr. Walton, do you know the average time a refrigerator 
is over there after it leaves the mainland until it returns. | 

Mr. Watton: There is considerable delay, just as you say. I haven’t 
the figures with me, but I know that to be the case. 

Mr. Harrretp: Most of these refrigerator cars come back full of ice, 
and that is one of the great difficulties in the winter shipping season. It applies 
to New Brunswick as well as to the Island. Half the cars are placed on the 
siding and when you go to load them you find there is so much ice in them that 
they cannot be used until they have been taken away to a division point and 
thawed out, and that, of course, involves demurrage charges as well as delay. 
Sometimes they wait at the division point for weeks before they can get a crew 
to take the ice out. 

Mr. VaucHAN: Well, if any superintendent allows a thing like that to 
happen he should not be there very long. We will certainly look into the matter 


of the operation of refrigerator cars on the Island. I know that the Moncton — 
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a officials give very close attention to that matter. We certainly want to keep the 
_ refrigerator cars moving on the line and keep them loaded. 


Mr. Hatrietp: They go over to the Island loaded with beef, or something 


else, and then they come back to be loaded with potatoes or turnips or some kinds 


of vegetables and the ice has to be taken out. 

Mr. VauacHan: A great many empty refrigerators go over there too. 

Mr. Hatrieytp: I know, a great many; but there is a lot of trouble with 
this ice to which I have referred. 

Mr. VAucHan: We will look into that icing situation certainly. 

Mr. Moorr: During the past eighteen months we have heard quite a bit 
about the construction of a branch line up in the Flin Flon area into Lynn Lake. 
I was wondering if you were contemplating the constructing of a branch line 
from the Flin Flon running through that new area up to Lynn Lake? 

Mr. VaucHAN: We are not contemplating that at the present time. There 
would have to be a c onsiderably greater development up there before we could 
even consider such a branch. We do not think we would be justified in recom- 
mending construction of any branch lines unless we can show some return 
on them. . 


Mr. Moore: Has not your company been approached with a view to con- 
sidering it? © 

Mr. VaucHan: No, sir. We had a tentative survey made of that district 
by air, but we have not had any approach to build it. 

Mr. Watton: No. 


Mr. VaucHaNn: Certainly, nothing has come to me. But, as I said, we have 


_ had a tentative survey made by air to give us an idea of the kind of country 


that would have to be built through if we received such a request. 
Mr. Moore: What would be the cost of such a road. 


Mr. VaucHan: It would depend on what point it would reach. It would 
be very expensive building up there. I do not know the distance. I think it is 


a between 175 and 200 miles. 


Mr. Moors: I believe the branch they contemplate will be about 48 miles. 

Mr. Watton: There would be a possibility of going up there from Flin 
Flon or of going in from the Hudson Bay railway. In either case the distance 
would be about 150 miles. 

Mr. VAucHAN: You could not build a line up there for less than $100,000 a 


mile. It would average at least that in that kind of country, very rough and 


rocky. 
Mr. NicHotson: Have you had a loss in the operation of the branch you 


put in to Flin Flon? 


Mr. VaucHan: Flin Flon has done very well. That line was built, of course, 
at their request, according to my recollection and they contributed something 


' towards the cost of construction, the same as with some other lines that we 


have built. 
Mr. NicHotson: And there is a line at Sudbury; are you considering 


q extending that? 


Mr. VAucHAN: I suppose when the country becomes sufficiently developed 


_ the railway may be interested in providing a service, but with what is there 


now there is little likelihood that anything will be done in the immediate 


future. 


Mr. NicHoitson: What is the general policy in connection with branch line 


construction? 
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Mr. Vaucuan: Well, as far as I am concerned, Mr. NecDeen, I feel that) a 
the railway should not be asked to build, at its own expense and operate at its 
own expense, any line which can’t return a new dollar for an old one. 3 

Mr. Hazen: But I see that you are constructing a line this year of some 
39 miles. 7 

Mr. Vaucuan: But we have a guarantee from the paper company which — 
ensures profitable operation of that line. 

Mr. Hazen: We discussed that last year, in committee, as I remember. 

Mr. VaucHaNn: Yes. 

Mr. Hazen: Who was the contract let to? 

Mr. Vaucuan: A man named Therien. 

Mr. Hazen: Not a company? | 
Mr. Vauauan: He has his own construction company, the Therien construc- 
tion company. 

Mr. Hazen: What was the contract price? 

Mr. VaucHaANn: $1,036,000. 

Mr. Hazen: Did the contract price exceed the estimate? 

Mr. en I haven’t got the estimate here but my recollection is that 
the contract price was approximately the estimate. We called for tenders and 
we gave it to Mr. Therien because his tender was the most satisfactory. 

Mr. Jackman: What would that cost work out to by the mile; 79 miles, 
costing $1,036,000 would be—? 

Mr. Vaucuan: His part of it is only $25,000 per mile. That does not 
cover all of it. We do a certain amount of work ourselves such as track-laying 
and providing steel. 

Mr. JACKMAN: But it is a firm contract, there are not escalator clauses in it? . 

Mr. VAauGcuan: I do not know whether there is an escalator clause in it or ~ 
not. No, I do not think there is an escalator clause in that, although there area 
good many contracts to-day with escalator clauses in them. I do not think 
there is in that one. 

Mr. Hazen: I understand that the contract price exceeded the estimate 
considerably. 

Mr. Vaucuan: You are referring to the engineer’s estimate? 

Mr. Hazen: Well, the cost of construction. 

Mr. Vaucuan: That is the only estimate we would have, our own engineer’s 
estimate. 

Mr. Hazen: Yes. 

Mr. Vaucuan: I cannot tell you that but I can find out for you. I do not 
happen to have the figures with me. 

Mr. Hazen: When was the work to be completed under the contract? 

Mr. VaucHan: We think the work will be completed about the end of the 
year. 

Mr. Hazen: Is it your intention this year to offer contracts for the balance 
of the road? | 

Mr. VAuaHan: Any additional work to be done that we do not do ourselves | 
we will ask tenders on. | 

Mr. Hazen: And there are approximately 55 miles to be built? 

Mr. VaucHAN: It is not our itnention to build beyond the 39 miles at the 
present time. 

Mr. Rem: Might I ask a question. On page 9 it states that Canadian 
National Telegraphs handled more telegrams and cablegrams than in any 
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| evious year, the total exceeding $12,000,000; now, going back to page 4, I 
find that the revenue is about $200,000 less than in 1945. If you handled more, 
a greater volume, why the drop in revenue? 

- -Mr. Vaucuan: Well, I think that is a very good question. I do not know 
that we have the answer here; we can get it. We will try to prepare an answer 
to that question for you. It is pretty hard to anticipate them all. 
Mr. Rem: I would like to take just a little more time on that. 
Mr. JackMAN: It has been the custom to build branch lines and contract 
out to independent contractors? 
| Mr. VauGHAN: Yes, sir. 
i Mr. Jackman: To do the work? 
a Mr. Vaucuan: Yes, sir. 
a Mr. Harrietp: In regard to that matter of telegrams, I presume that 
includes telephone services as well. 
Mr. Vaucuan: Why, there are various reasons for that. I would lke 
to get a proper answer to that for Mr. Reid, and I will get it for him. 
. Mr. Rew: Thank you. 
Mr. VaucHan: We may have had more of our own telegrams handled in 
that period. I do not know. 
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Mr. Nicuoutson: May I refer to this branch line question again. Before | 


a the depression I understand that you expected to complete branch lines beyond 
— Arborfield and Arufell and up in the Carrot river valley country, a rich farming 
area. I wonder if we could get information as to how that situation stands 


to-day, as to whether or not it would be feasible to extend your branch lines to — 


that area to the point that you had in mind before the war. 

| Mr. Vaucran: I cannot tell-you off hand whether we have made any study 

_ of that situation recently or not. 

Mr. Warton: There has ibeen no recent study. 

Mr. VaugHan: Iwill try to get you some information on that. 

. Mr. McLure: Do you operate any trucks for pick-up? 

a Mr. VauGHAN: Yes. 

Mr. McLure: Do you use them to feed your branch lines, to extend your 

branch line service? 

ql Mr. Vaucuan: No, we do not operate any trucks outside of our system. 

a ~ Mr. McLure: You do not operate any bus lines? 

i Mr. VaucHaNn: Well, we have bus lines operating in connection with the 

"railway; we operate in the Niagara peninsula, in Oshawa, and between Port 

Arthur and Longue Lac. 

Mr. McLwuee: Bus lines run down to Tormentine and Borden; why does the 
Canadian National Railways object to their coming down to the piers with 
their passengers or to pick passengers up? The Canadian National Railways 
do not take any objection to an automobile going down or a taxicab, but they 
have put a charge on buses going down. 

a Mr. Vaucuan: I suppose it is only reasonable, these buses are using our 

facilities and they should pay for them. 

Mr. McLure: What services would they be using? The road on the Borden 
side is owned by the province under the act of 1936. The Road Act there 
eliminates the improvement on it; at least up to a year ago when the Canadian 
National made some further improvements, and they exact a charge on the buses 

_ L understand of $1.50 or $2 a trip. 

og Mr. VaucuHan: I do not know that particular circumstance but we will 

find out about it and give you the reason for it. I haven’t any information. I 

88463—5 


*) ©€4¥ 
, * 


¥ Aan LA mem Se Sa Soo i an hy Te a Te RWWA taba) oY sida ate 
; Te hae ae . } t Ma eae tod 


ea VO One ee PN il UR a 
/ ; , if erie * 2 q R Tae ay) i Bs is iy "s 4 
54 SESSIONAL COMMITTEE 


do know that there was some charge made for buses down there because I 
understood they were using our facilities. | : 

Mr. McLure: Just recently? 

Mr. VaucHan: And competing with us. 

Mr. McLurz: It is a convenience to the travelling public, especially sections 
of the province where there are no railway lines and they are taking these 
passengers direct to the boat. 

Mr. VAuGcHAN: It seems to me that we can hardly be expected to facilitate 
the business of our competitors. 

Mr. McLure: I know you are not dome it in this case. “The road is owned 
entirely by the Canadian’ National Railways; that is, the road where the 
buses go. | 

Mr. VaucHan: I am afraid I am not sufficiently familiar with the matter 
to give you an answer at the moment, but I will find out for you. 

Mr. McLure: It is a serious point with us; not that it amounts to much 
but it is most inconvenient. 

Mr. VaucHAN: I think there must be some good reason for it and I will 
find out what it is. 

Mr. Jackman: Now, why is it that apparently this branch line into Lynn 
Lake would cost so much more than the average per mile suggested by you? 
Mr. VaucHan: I would say with respect to this contract, Mr. Jackman, 
that it is not for the complete line. It covers largely the grading, the removal 
of rock and things of that kind. There is a lot more work to be done than that 
is covered by the contract. 

Mr. JAcKMAN: Then the $26,000 average and the $100,000 average are no 
comparable? 

Mr. VaucHan: When I say $100,000 per mile I am thinking of new rail, 
stations and equipment and everything that enters into the construction that 
would cost $100,000 per mile. 

Mr. Watton: Also, sir, the aerial survey made showed a terrain which was 
particularly difficult. | 

Mr. Vaucuan:: Mr. Cooper draws my attention to the fact that the total 
cost of this line will probably be $76,000 per mile. 

Mr. Bourcrr: Is that the general average cost for constructing a line of 
that kind? 

Mr. Watton: No, to-day you could not build a new line of that kind for 
anything less than $100,000, but on this line we will not be using new steel, 
we will be using old steel taken up from another line which is being replaced 
with new steel. 

Mr. JACKMAN: I suppose it is single track? 

Mr. WauTon: Yes. 

Mr. Hazen: Do I understand you to say that it will cost between $75,000 
and $100,000. 

Mr. VauGHAN: Yes, approximately $75,000. 

Mr. Hazen: And the contract calls for an expenditure of $36,000. 

Mr. Vaueuan: That is simply preparing the roadbed for laying the track. 
All the work in addition to that will be done by ourselves, we have to supply 
all materials, steel, ties, and things of that sort. The total cost by the time it is 
through will be approximately $75,000 per mile. 

Mr. Hazen: And his contract is for—? 

Mr. VAUGHAN: His is only for a portion of it. 
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Mr. Hazen: Less than half? 
Mr. VAUGHAN: Yes. 
Mr. Hazen: Less than a third, I would say. 

- Mr. Vaucuan: This is what is covers; his contract is for clearing, grading, 
installation of culverts and trestles. That is what his contract covers. 
Mr. Jackman: He does not even make the road ready for you. You have 
to put on the gravel and the top-dressing and everything else. 
Mr. VAUGHAN: Yes. 
_ Mr. Jackman: If you were to apply modern costs to the whole of your 
lines you would have a much higher figure on your books? 

— Mr. Vaucuan: The replacement cost of our lines to-day would make it 
“much higher. 
Mr. JAcKMAN: It would be staggering. | 
Mr. Coopsr: The average per mile 1s $84,000, according to the investment 
account. 
| Mr. Vaucuan: That is cost. 
Mr. Cooprr: Yes, recorded cost. ° 
Mr. Rep: On Ae first page of your report it states, “traffic moved in 
a heavy volume and, measured in train miles, was only 3-8 per cent below the 
traffic of 1945. In revenue earned, however, the decrease was 7-7 per cent.” 
ow, if you turn to page 6 it says there, “Ty passenger service, passenger miles 
decreased 31:4 per cent,” and, “the average length of haul decreased 9-8 
per cent.” 
® Mr. VAuGHAN: Yes. 
| Mr. Rem: If the train passenger miles decreased 31-4 per cent and the 
‘other 9-8 per cent, how do you arrive at the average of train miles decreasing 
"by only 6:8 per cent? 
_ Mr. Vaucuan: I think Mr. Cooper can explain that statistic to you. 
Mr. Cooper: The passenger train miles decreased only 4:1 per cent. 
Mr. Rem: It says on page 6, that operating expenses were reduced 21-4 
‘per cent. 3 
Mr. Cooprr: Passenger miles are not passenger train miles; passenger 
‘miles represent the number of passengers carried one mile and it has nothing 
to do with the train miles. The passenger train mileage is shown further on and 
it decreased only 4:1 per cent. 
Mr. Jackman: You are not giving as much service. 
Mr. VauGcHAN: We have to run Se as many trains but there are 
fewer people on them. 
_ Mr. Cooper: The number of passengers per car decreased by 20 per cent. 
Mr. Rew: You speak of car miles decreasing by 20 per cent— 
_ Mr. Coorer: Yes, there was 20 per cent less in the number of passengers 
per car than there was the previous year; that is, every car carried on the 
average 20 per cent less passengers than in the previous year. 
_ Mr. Emmerson: In other words, more people got a chance to get a seat this 
year than last? 
4a Mr. Coorrr: That is right. 
’ Mr. Jackman: I understand you have put an extra train on between 
Ottawa and Montreal for Friday night; is that so? 
~ Mr. Watton: No. 
Mr. JAcKMAN: Did you just change the time? 
_ Mr. VaucHan: That was not our train. 
—- 88463—5} 
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Mr. Jackman: Oh, that was your competitor's train? 
Mr. VAUGHAN: vor ; 
Mr. NicuHoutson: How about the pool train to Quebec, do you operate t 


Mr, VaucHAN: Yes, we are interested in the service between ee A 
and elie hee is a pooled service. 


that demurrage has increased this year over last, 1946 over 1945 by halt a 
million dollars; a 1s the explanation of that? 


Company of Canadien <a 
Mr, Locxuart: Holding up the cars? | 
Mr. VAUGHAN: Yes. 


Mr. LockHart:*I have never heard of any increase in rates or anything | of 
that kind. ' ia 
Mr. Hatrigeip: Oh wee there was an imerease in your demurrage rates. 


in 1946 versus 1945, 


Mr. Vaucuan: This is the hee we have here. This was due to A 
held in strike-bound plants at Hamilton, Welland, Pontiac, Detroit and Flint. 4 


Mr. Locknarr: I think that Baul it. Further, up, in the operating 


Agency revenue of over $400,000. What is the explanation for that? 

The CHarrMANn: What page is that? , 

Mr. Lockuart: It is page 13, about the eighth item on the page. i 

Mr. Cooper: It is due to the fact—well, first of all, I should say this amount 
represents payments to the Canadian National by the American Railway Express” 
Agency. Their payments to us are based on the profit from their operations, and 
the profit from their operations in 1946 was very much less than it was in 1945. . 
Mr. Locknart: They only pay you a proportion? | 
Mr. Cooper: Yes, sir. a 
Mr. VAUGHAN: We have exactly the same contract with the American 


at 


Railway Express Agency as all the American railways have. a 
Mr. Lockuart: That would account for the very large decrease? 4 
Mr. Vaucuan: Yes. oe 
Mr. Locxuart: If I might just satisfy my curiosity a little further, Mr, f 
Chairman, in connection with the mail in 1947, is the revenue from the: mail ib 
service holding its own as compared with the two years previous or is there ¢ a 
tendency to drop? a 

Mr. VaucHan: We will just give you our figures in a moment. ; 

Mr. Cooprr: In 1947, for the first quarter, our revenue from mail wa 4 
$1,046,000, as against $1, 048 000. There is a drop of $2,000 in the three month 3 
It is running neck and neck. ‘a 

Mr. Locxnart: Do you expect any T.C.A. contracts or other contracts will 


materially affect the revenue of the railway from that source? Do you feel that b 
a decrease is Ue. 


to une oreater extent than we are now, Mr. eats but we do not know ha 
ae post office may have in mind with regard to increasing the delivery a mail 
y air. | Be 
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‘Mr. Locxuarr: I wanted to get your slant on this first. We will tackle 
them later. ; 
’ Mr. Vaucuan: We do not know what they are planning to do.. 
Mr. LocxHart: You have no fears at the moment. 

, Mr. Vaucuan: Not at the moment. Undoubtedly the more mail the Post 
_ Office Department decides to send by air, the less we will get from it. 
Mr. Rew: I have one question to ask and I do not know whether it properly 
comes under the heading of the general well-being of the railway ‘or not. I 
suppose it does. I suppose the president’s attention has been drawn to the great 
- competition which the two railways in Canada are going to have since the Great 
Northern put on that fast train from Seattle to Chicago? 
* Mr. Vaucuan: Yes, sir. 
Mr. Rew: I am told, I do not know, but I am told you get into Toronto from 
; Vancouver one day ahead of the Canadian National by going through the United 
States via Chicago. 
4 Mr. Vaucuan: It is not quite a day, but it is very close to it. We have 
' studied it very carefully. In fact, it is not very long ago that I had a report 
from our vice-president of traffic and our general passenger traffic manager on 
ae subject. I raised that question, as to what effect the new train would have 
on our trans-continental business. They have gone into the matter very care- 
z fully. It is believed because of the inconveniences travellers may meet who take 
that train, due to the necessity of making changes, that it will not affect our ser- 
- vice very much. It will not take very many passengers away from us. 

Mr. Rew: Before I left the coast during the Easter holiday, I discovered four 
men who had travelled across the continent on that train. Ninety-two miles 


; 
} 


on 
f? 
K 
an hour is the average speed. They stated it was luxurious travel. They believed 
_ if this were known in Canada by those who want to go to Toronto, Ottawa or 
4 Montreal, it would certainly take away the traffic from the Canadian National. 
a Mr. Vaucuan: It may affect us. Some people have to change, as you know, 
at Chicago. They might have to change again at Toronto to go to Montreal or 
_ Ottawa, and there might be a few people who would be willing to make that 
_ change who wanted to stop off at Chicago for some reason, but we do not think 
there will be a great many. There will be some, there is no doubt of that. 
3 Mr. Rem: How many hours could you cut off your schedule if you were not 
_ held-down by the Board of Transport Commissioners? 
Mr. VaucHan: That would depend entirely on the number of stops we were 

permitted to eliminate. Our traffic, of course, is not as dense in Canada as it Is 
¥ in the United States. Between the large centres such as Seattle and Chicago, 
__ there are large cities intervening, but we could undoubtedly make better time if 
_ we did not make all the local stops which we do make. This would mean putting 
ona special train and there might not be sufficient business to warrant it. 
§ Mr. Rem: Are you held down by the Board of Transport Commissioners 
: 
ei. 


[ 


in regard to the speed you may travel? By the way, I have travelled 56 times 

across Canada between New Westminster and Ottawa so I have some idea of 

what the travelling is like. I have left here six hours behind time and been in 
on the dot at New Westminster. I have enquired as to why it takes 86 hours 
and I have been informed that, due to regulations of the Board of Transport 
- Commissioners, the Canadian National Railways are not allowed to speed up 
and do it in less time, as they could. 

_ Mr. Vaucuan: I do not think it is fair to the Board of Transport Commis- 
_ Sioners to say that, Mr. Reid. I think if there is any trouble along that line, 
Ibis with ourselves. It is because, as I say, of the departures and arrivals. You 
would not want to leave Ottawa any earlier than you do and you probably 
« would not want to arrive in New Westminster any later than you do. 
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Mr. Rei: Have syou ever travelled on the slowest part of that journey — 
from Chilliwack to the coast? The ordinary motor car will do it in about an 
hour, about half the time it takes you. Have you ever taken note of how slow _ 
it is. These people, when they have the option of travelling by bus or by air — 
are not going to stay with the trains which take four days and three nights. 

Mr. Emmerson: Is there any extra charge for this fast train in the United ‘ 
States? 

Mr. Rep: So far as I know there is not. The Great Northern is out to 
beat the bus and air travel. They are putting on a train between Vancouver 
and Seattle which will make the journey in two hours. They have a very fast 
train and I think it is going to give you serious competition. I do not think 
you can sit down and allow that competition to go unchallenged, | 

Mr. Murcu: I think we should hesitate to adopt the schedule of the United 
States railroads in view of the traffic fatalities record they have had in the last 
four months on these so-called crack trains. The percentage of casualties on 
those trains has been something out of this world in so far as railroading in 
North America is concerned. 

Mr. Rem: You could clip hours .off the stops. There is no reason for 
stopping an hour at Winnipeg and forty-five minutes here and there. You have 
not travelled and sat in these coaches day after day the way I have. 

Mr. Mvrcn: I will not argue with you as to the number of times we have 
travelled that route. 

Mr. VaucHan: We have made a start, we have cut two hours off these 
trans-continental trains... . 

Mr. JAcKmAN: In connection with these box cars you are. ordering now, 
have these that latest type of air brake equipment, the A. B. air brake 
equipment? 

Mr. VaucHan: Yes. | 

Mr. JAcKMAN: Are you converting the old cars to the new type of brake 
equipment? : 

Mr. VaucHAN: Yes, as rapidly as we can. 

Mr. JAckKMan: How rapidly is that? 

Mr. Watton: We had about 1,000 done last year. It is limited by our 
inability to get the equipment. 

Mr. Jackman: Is there an order from the Transport Board ordering you 
to install this type of equipment on all ears? 

Mr. VaucHan: There is an order from the I.C.C. that cars cannot be used 
for interstate traffic unless equipped with A.B. brakes as from a certain date. ~ 
Do you remember Mr. Walton what that date is? 

Mr. Wauron: It was up to the end. of 1947, I think, ,but with devices of 
this kind it is frequently necessary to move the time limit as set when there has 
been a proper attempt to complete the cars and it has not been possible because 
of material shortages. 

Mr. JAckman: Is the Canadian National as well equipped with the A.B. 
brake as a typical American class 1 roadbed? 

Mr. Vaucuan: Yes, we are. We are equipping as fast as we can. 

Mr. JAckMAN: How do you find the special car service like the counter- 
part of the General American Transit service which handles refrigerator equip- 
ment and other special equipment for oils, chemicals and such things? How do 
you find the arrangement with them? i 

Mr. VauGHAN: It is working out very satisfactorily. 

Mr. JAcKMAN: Do they supply all the oil tank cars? 
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Mr. VaucuHan: They supply the oil tank cars which the companies do not 
own. 

Mr. Jackman: Do they supply cars for chemicals, acids and things of that 
kind? ‘ 

Mr. VAUGHAN: Yes. 

Mr. JackMAN: Why do those companies appear to have an easier time 
securing cars than the railroads do? 

Mr. VaucHan: Take refrigerator cars, for example. We only need them 
at certain seasons of the year. At other times they might be idle. These other 
companies can use these cars practically all the year round. They lease them 
for part of the year to one concern for one business and another part of the year 
to another concern in another line of business. They seem to be able to get 
more general use out of them than we can. We did own a number of tank cars 
for quite some time. We believe in owning refrigerator cars and we are equipping 
ourselves as fast as we can to take care of our own refrigerator car requirements. 
We have to rent a large number each year, not because we believe in doing it, 
but because we have not been able to get refrigerator cars as fast as we would 
like, nor have we had the money to spend on them. They are expensive. They 
are not always useful the year round. 

We did have a number of tank cars. After going into the matter thoroughly, 
we figured we could save money by being out of that tank car business. I am 
referring to tank cars for general chemicals and things of that kind. 

Mr. Jackman: Has there been any further thought given to the electrifica- 
tion of the road between Toronto and Montreal or any other portion of the road 
with an equal density of traffic? 

Mr. Vaucuan: We have not given any thought to it recently, no. We 
thought we would wait to see if the St. Lawrence development came along and 
see if there were some cheap power available. 

Mr. Jackman: By how much does the traffic have to increase in density 
before it is practical? 3 

Mr. VaucHan: I could not give you that figure offhand, but with power 
sufficiently cheap it might be well worth considering electrifying the line between 
Toronto and Montreal. It would have to be a lot cheaper than it is to-day. 

Mr. JAcKMAN: How cheap do you want it? 

Mr. Vaucuan: I have not seen a report on that for a long time. We did 
have a study made on it. We have a report some place in the office, but it is 
two or three years since I looked at it. 

Mr. Jackman: Would you need to get power for $4 or $5 a horse power? 

Mr. VauGHAN: Yes, it would have to be something like that. 

Mr. Rem: May I compliment you on that new bedroom car you have. I 
had the privilege of travelling on that. It is one of the finest cars 1 have ever 
travelled in. 

Mr, Vaueuan: I am glad you like it. 

Mr. Waxton: That is another instance where we should like to get some 
more of these cars into service, but. have not been able to get them. 

Mr. Ret: I should like to make one suggestion and that is that you allow 
about four inches more in each bedroom. 

Mr. VauaHAN: You mean in the width or length? 

Mr. Ret: In the width. 

Mr. VaucHan: You have reference to the room or the bed? 
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Mr. Rew: I think the bed is splendid, put the other way. I think that is 
a splendid way to have the bed for travelling long distances. I am thinking of 
the width of the room. 


Mr. VAucHAN: The idea is to get all the revenue we can out of these cars - 


and fit all the rooms into the cars we can. 

Mr. Rep: It seemed to me you had a lot of space in the parlour part of it. 
It is splendid and well laid out, but you might add a few inches to those rooms. 

Mr. VaucHan: We will check over the measurements again. 

Mr. JackmMAN: There is one very general question arising from a statement 
I think you made some years ago when results were a bit better, that so long as 
you had the volume of business the justification for the Canadian National 
existed, that is to say, the financial justification. Last year, when the volume 
was pretty high, we hope it will not drop very much lower, we nevertheless faced 
a deficit of $8,961,000. I presume it is due to increased costs in wages and 
materials as you point out in your report. But if your revenue decreases any 
more, you are going to be in a very perilous situation, are you not? 

Mr. VaucHaNn: If revenues decrease and expenses remain where they are, 
we will be showing very substantial deficits, but that. is not uncommon with 
other lines. Of course, that does not help the situation here. As you know, a 
good many lines in the United States last year lost money. ‘Take the 
Pennsylvania, for example, for the first time in a hundred years, it lost money, 
for the same reason we are losing money. If you refer to page 7 of the report, 
I think that will pretty well tell you the answer. It is indicated on that chart. 

Mr. Jackman: Yes, your total operating revenues last year were $400,000,000. 
What plans do you have in mind should those revenues drop to $350,000,000? 

Mr. Vaueuan: If the revenue drops to $350,000,000, all we can do is cut 
our service down to the bare minimum. We can only do it by the elimination 
of employees which we do not want to do unless absolutely necessary. So long 
as we are judged entirely upon the financial results we produce rather than 
upon the service we give, we have no alternative but to reduce our staffs when 
the revenue falls. As against that, as we pointed out on many occasions, our 
ed Oe charges are entirely too high. If we could get some relief there, it would 

elp us. 

_Mr. Jackman: We have had a pretty high volume of business all through 
the war, a volume which we could hardly have hoped for in 1939. It is entirely 
ue that we might drop to a figure of $350,000,000; it is not a tremendous 

rop. . 

Mr. VauGHAN: It might be, sir. I made a statement, I think in answer 
to an enquiry from you two or three years ago, that we could live on a gross of 
$300,000,000, but conditions have changed so much since then that, with present 
expenses, we need a gross of $400,000,000 or more to pay our operating expenses 
and all our fixed charges. 

Mr. Hazen: Could I ask another very general question? The motor bus 
companies, truck companies and steamship. companies which are in competition 
with the railways, to some extent, at least I presume they are in competition 
with the railways? 

Mr. VAUGHAN: Yes. 


Mr. Hazen: Air transport is in competition with the railways. You have 
_ recently applied to the Board of Transport Commissioners for an increase in 
freight rates? 


Mr. VauGcHan: Yes. 
Mr. Hazen: What I was wondering was this, have you ever thought or 


given any consideration to the idea that it might be advisable to ‘have one 
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Board of Transport Commissioners, a single board, which would control rates 
not only on the railways, but on the trucks, aeroplanes, buses and so on? 
Mr. VauGHaN: Yes, sir, we think that would be a very desirable thing. 
Mr. Hazen: Has that been suggested? 

Mr. VaueHan: It has been up on numerous occasions, but a good deal of 
this motor truck travel is intraprovincial and the provinces will not agree to 
give that authority to a central board of transport commissioners. That has 
been up on different occasions in the last two or three years, and it was up on 
several occasions before that, Mr. Hazen. 

Mr. Hazen: Has that not been in the formal report? 

— Mr. Vauauan: I do not know that it has been in any of our formal reports, 
but I know that those representations have been made; if not in writing, 
verbally. | 

Mr. JAcKMAN: I presume it would be on your advice then that the present 
eovernment formed the aeronautical board to take jurisdiction over aviation 
from the Board of Transport Commissioners? | 

Mr. Vaucuan: The government never asks me for any advice. 

Mr. Nicuotson: A year ago I raised a question on this very large amount 
of lc.l. freight being carried on passenger trains. There has been a decided 


slowing down on passenger train service on many of the lines operating out of 


Winnipeg in my area. For instance, one of your fast trains averages 24 miles 
an hour including stops, and in that particular area they sometimes stop as 
long as 20 minutes at a station unloading flour and heavy machinery. That 
applies to all trains, but I notice also with respect to your “flyer” that it travels 
at the rate of 24 miles an hour for the distance of 426 miles from Regina to 
Flin Flon. There is a lot of freight on both these lines and you have a good 
freight service, particularly out of Winnipeg. It is obvious that most of this delay 
is caused by handling this freight. I wonder if you would care to report to the 
committee on what steps have been taken with a view to moving this heavy 
freight traffic by freight trains rather than by passenger trains? 

Mr. VauGHAN: The reason it moves by passenger train is to give service com- 
petitive with trucks. These trains, however, run very fast between stops, although 
they may average only 24 miles an hour over all. I think it will be generally 
conceded that we are giving a very fair service on freight there. If you will 
look around at almost any of our division points, take Saskatoon for instance, 
you will find a lot of baggage cars there being loaded up with freight which 
eoes on passenger trains. I do not know what you have in mind. 

Mr. Watton: I think it is the same point as Mr. Nicholson raised a year 
ago, the large amount of freight being handled by passenger train service, and 
that the situation is deteriorating instead of improving because of the freight 
being handled. 

Mr. NicHoLson: Yes. 

Mr. Watton: Following your remarks I took up the matter with our people 
and drew their attention to the undesirability of long delays on these passenger 


trains. According to what you say there apparently has been no improvement 


and I will certainly take the matter up again. I will point out the things 
you have mentioned, like flour and heavy machinery which really should have 
gone by straight freight. 

Mr. Nicuotson: My information is that the company dioes not get as much 
revenue out of freight that goes by l.c.l. as it would if it went straight freight. 

Mr. Vauauan: Revenue does not enter into it. It is the matter of trying to 
give service on the freight. It may be that in some cases we go too far with it 
when we handle heavy commodities with resultant serious delays at stops. 
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Mr. Nicuotson: What is the cost of shipping by express as compared 
with 1.¢.1.? 

Mr. Watton: Express is a higher rate than l.c.l. freight. 

Mr. VAucHAN: I recall your having brought that matter up last year, Mr. 
Nicholson; and I know an investigation was made; and I recall that you brought 
to attention some specific instances of trains being held up because of the hand- 
ling of heavy freight. We want to overcome that type of delay if we can. 
We will look into the matter again. That is just something which perhaps needs 
more supervision. 

Mr. Nicuouson: A speed of 23 or 24 miles an hour would not seem to be a 
very fast rate for one of your crack trains from Winnipeg to Calgary, for 
example, would it? 

Mr. VaucHan: You mean that would be the. overall speed taking into 
consideration all the stops? t 

Mr. NicHouson: Yes. 

Mr. VaucHan: That train would probably have to run at a pretty high 
speed between stations. 

Mr. NicHoitson: Apparently they are working on a timetable which allows 
for very long stops at most stations. 

Mr. VaucHan: That is right. 

Mr. Nicuotson: It seems to me that if you improve your schedule you 
would do a lot more business than you are doing at the moment; otherwise the 
buses will get more business. 

Mr. Warton: Bus competition has been quite a question with us, and this 
improved l.c.l. freight service was put on with a view to holding the business 
againts the trucks. 

Mr. JAcKMAN: Has there been very much of an inroad on the l.c.l. shipments 
by the trucking companies? J have in mind particularly the trucks that collect 
l.c.l. shipments from the various shippers and deliver direct? 

Mr. VaucHan: There has not been very much in the last year or two. 
We never in our history were handling so much l.c.l. traffic as at the present 
time. Our l.c.l. freight has showed a steady improvement. 

Mr. Hatrieip: Isn’t that on account of the short supply of goods? 

Mr. VaucHan: That is one reason. The other reason is that probably 
the truck rates more nearly approach the railway rates at the present time, 
because trucks have had to increase their rates, 

Mr. Watton: Then, of course, the trucks can take what they like at. their 
own figures. We have to take everything that is offered, including freight that 
takes up a lot of space and weighs very little. 

Mr. JacKMAN: The trucks are not common carriers? 

Mr. Vaucuan: They are not common carriers. 

Mr. JackMAN: They are not required to take everything that is offered. 

Mr. VaucHan: We as common carriers have to take everything that is 
offered, the trucks can pick and choose. 

Mr. Watton: And the fact that the trueckman can charge whatever rate 
he hikes makes it very unfair competition. 

Mr. Jackman: In the last paragraph on page 6 you pointed out that the 
various passenger rates are frozen at their pre-war levels. Have there been any 
increases since 1940 in our rates in Canada? | 

Mr. VaucHan: There have been no increases in freight rates at all. I think 
there were one or two adjustments in passenger rates; not in the rates, but 
connected with such things as excursions and week-end rates. I am sorry I 
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haven’t got those here. There has been no adjustment in freight rates except 
downwards since 1920. 

Mr. Jackman: And in the U.S.A. since 1939 there have been some increases 
‘In passenger rates? 

Mr. VaucHaNn: There was an increase of about 6 or 7 per cent effecties the 
first of July last, that has been stepped up to nearly 20 per cent effective the 
first of January this year. 

Mr. JAckKMAN: And the over-all increase is about 20 per cent on freight 
and passenger, they are both about the same? 

Mr. VauGHAN: Yes, sir; and recently I saw an order of the Interstate 
Commerce Commission increasing passenger rates—I am sorry I haven't got 
that at hand—that only came through very recently. 

Mr. Jackman: And, is this increase in rates on the American lines reflected 
in your operations; you are not operating at a loss over there? 


Mr. VaucgHan: We are not operating at a loss on our American lines at 
the present time. 


Mr. JAcKMAN: Not on any of them? 


Mr. VaucHan: These rates have helped us, and the increase in volume 
has helped us very considerably. 

Mr. Jackman: Yes. Now, take the matter of grain; of course there is 
much less of it now going through Portland than there was before. I do not 
recall whether we had this question answered this morning, but the carry-over 
of Bran at the lake head and in the west for 1947; do you expect a large carry- 
over? 


Mr. Ve rae I think we are trying to get you that. We have the figure 
to the end of the year, but not up to date. I think perhaps we will be able to 
get you that figure up to date. 

Mr. JAcKMAN: Why is there more grain in storage now than there was at 
this time last year? 

Mr. VaucHan: When you speak of carry-over, what do you have in mind? 

Mr. JAcKMAN: Well, the carry-over—available for shipment over the line 
east. 

Mr. VauGHAN: You are speaking of western grain only? 

Mr. JACKMAN: Yes, as compared to what you had last year. 

Mr. VaucHan: And you want it up to the end of the crop year, not the 
calendar year. We will try to get that for you. 

Mr. JACKMAN: What I want to find out is whether or not you can reasonably 
expect larger grain shipments from the west this year than you had last year? 
Mr. VAuGHAN: Yes, we have that now. Last year at this time the move- 
ment was tapering off. We expect we will have 475 cars per day from now until 
the end of the crop year July 31. 

Mr. JAcKMAN: That figure of 475 cars that you expect to be able to move 
does not mean very much to me; that is as eae to how many cars in 
1946, 250? 

Mr. Wauron: Yes, I think it would be probably 250 up to the middle of 
May and not over 200 from the middle of May to July. It was a very light 
movement. The crop was really cleaned up at the end of the last crop year. 

Mr. JAckMAN: These 475 cars per day will continue through how much 
of this year? 

Mr. VaucHan: They will continue until the new crop begins to move; 
frankly, it will continue throughout the whole year. 
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Mr. Harriretp: Do you have any advantage on the increased freight rates 
in the United States by being initial carriers, furnishing the freight, do you get 
any advantage from that? 


Mr. Vaucuan: No, sir; except that the initial carrier usually gets the 
benefit of a higher proportion of the rate. If it goes over two or three lines the 
initial carrier gets the greatest proportion of the rate on a mileage basis. 

Mr. Hatrieup: I know, but do you get any greater proportion on account. 
of the increase in rates than you had before the increase? 
Mr. Watton: No greater proportion. 

Mr. VaucHAn: Not a greater proportion; no, sir. 

Mr. Harrietp: It is a percentage increase? 

Mr. Watton: Yes. 


Mr. Jackman: If rates remain about constant this year how will the 
competition by the lake boats from Fort William affect you? 


Mr. VaueHan: There has been some increase in lake freight rates. 

Mr. JaAcKMAN: But you are not competitive with them the way rates are 
now, I refer to the competition with lake shipping from Fort William? 

Mr. Vaucuan: Freight rates by lake are much lower than ours. 

Mr. JAcKman: And always will be. 

Mr. VaucHaAN: And always will be, yes. 

Mr. JAckKMAN: On page 7, the net income result of $35,719,000 is equal to 
a return of 1-78 per cent on the total capitalization of the system; may I just 
ask what goes into capitalization; is that the funded debt to the public, or the 
government? 

Mr. Cooprr: That is set out on page 12, Mr. Jackman. The capitalization 
of our railway at the end of. last year was $2,008,206,878; and interest return, 
$35,719,000 is 1-78 per cent on that total capitalization. 

Mr. JAcKMAN: That includes proprietors’ equity? 

Mr. Cooper: Yes, sir. 

Mr. JAckmMAN: That does not include the capital written off? 

Mr. Cooper: There was no capital written off. What you means is— 

Mr. JAckMAN: This includes the historic capital of the C.N.R. system? 
Mr. Cooper: In 1937, if you remember, certain government loans were 
transferred into equity capital. 

Mr. JACKMAN: Yes. 

Mr. Cooper: $270,000,000; that is in the $2,008,000,000 we speak of. 

Mr. Jackman: Everything complete? 

Mr. Coorrr: Everything is complete. That represents as far as I can 
figure it the total capital which is invested in the Canadian National at the end 
of 1946, $2,008,206,878.21. 


Mr. JAcKMAN: With no allowance for write-offs or anything? 


Mr. Cooper: No. The amount we wrote off.in 1937; if I may make there. 
clear; the amounts we wrote off were for deficits and interest. on deficits. 
Advances for capital were continued in the capitalization of the railway. 


The CHatrMAN: Gentlemen, have you covered with sufficient thoroughness 
the report presented by Mr. Vaughan so that we may now take up the balance 
sheet item by item? Are there any other questions about Mr. Vaughan’s report? 

Mr. Nicuouson: I wonder if you have any information regarding the total 
cost of maintaining railway offices in other countries, and whether it is a 
profitable and necessary service to maintain such offices? 
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> Mr. Vaucuan: It is a very necessary service and we think it is a profitable 
service. It is very difficult actually to say what volume of traffic is originated 
by these offices, but we will be very glad to furnish you with a copy of our 
expenses in these places. 

Mr. Hazen: Relating to the relay system you have been experimenting 
with, has it reached the stage where it is practical? 

Mr. VaucHaAn: It is still in the experimental stage. There is a long 
statement here in connection with it. It is something we have gone into with 
the Canadian Pacific communication department and it is still in the experi- 
mental stage. 


Mr. Hazen: How long have you been working on it? 

Mr. VAUGHAN: Since early 1945. 

Mr. Hazen: Has it been an expensive undertaking? 

Mr. VAuGHAN: Is the cost there, Mr. Cooper? 

Mr. Coorrer: To the end of February, 1947, the Montreal-Ottawa-Toronto 
section, we have spent $6,166. I do not see the figure here for the Hamuilton- 
Toronto section. I would say that up to the present time we have spent about 
$6,000 on it. 

Mr. Hazen: Is there any system like this in operation any place? 


Mr. VaucHan: I do not think there is in Canada. This is something new, 
but I think the experiment is being tried elsewhere too. 


Mr. McLure: Mr. Chairman, I move the adoption of Mr. Vaughan’s report. 
Mr. Emmerson: I am pleased to second that motion. 

The CuHairMAN: Those in favour of the motion? 

Carried. 

Now we-are in a position to go on with the balance sheet. It is nearly six 


o’clock.. Do you think we had better adjourn at this stage and take up the 
balance sheet tomorrow? 


(Discussion as to procedure continued off the record.) 


The CuarrMAN: I think we had better call it six o’clock and if it is agreeable 
to members of the committee we will meet to-morrow morning again at ten 
o’clock in room 497. 


The committee adjourned at 5.50 o’clock p.m. to meet again to-morrow, 
April 30th, 1947, at 10 o’clock a.m. 
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MINUTES OF PROCEEDINGS 


WebNEspAY, 30th April, 1947, 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 10.00 o’clock, am. The Chairman, 
Mr. 8. M. Clark, presided. 


Members present: Messrs. Bourget, Chevrier, Clark, Emmerson, Gibson 
(Comox-Alberm), Hatfield, Hazen, Jackman,. Kuhl, LaCroix, Maybank, 
McCulloch (Pictou), McLure, Moore, Mutch, Nicholson, Lapointe, Pouliot, 
Reid, Warren. 


The Committee considered the Consolidated Balance Sheet of the 1946 
Annual Report of the Canadian National Railways. 


Mr. T. H. Cooper, Vice-President and Comptroller, Canadian National 
Railways was called. He reviewed the balance sheet in detail and was questioned 
thereon. 


Supplementary questions were put to Mr. R. C. Vaughan, President, Mr. 
N. B. Walton, Executive Vice-President and Mr. N. J. MacMillan, General 
Counsel, all of the Canadian National Railways. 


The Committee adjourned at 12.30 p.m. o’clock to meet again this day at 


- 4.00 p.m. 


The Committee resumed at 4.00 p.m. The Chairman, Mr. Clark, presided. 


Members present: Belzile, Bourget, Chevrier, Clark, Dion (Lake St. John- 
Roberval), Emmerson, Harkness, Hatfield, Hazen, Jackman, Lockhart, 
McCulloch (Pictou), McLure, Moore, Mutch, Nicholson, Lapointe, Reid, Warren. 


Consideration was resumed of the Consolidated Balance Sheet of the 1946 
Annual Report of the Canadian National Railways. 

Messrs. Vaughan, Cooper, Walton and MacMillan were recalled and 
further examined. 


On Motion of Mr. Mutch,— 
Resolved: That the Annual Report of the Canadian National Railways, 
1946, be adopted. 


It was agreed that the 1947 Budgets of the Canadian National Railways and 


the Canadian National (West Indies) Steamships, Limited, would be considered 


at the next meeting. 


The Committee adjourned at 5.30 o’clock, p.m., to meet again at 11.00 a.m. 
Thursday, Ist May, 1947. 


J. G. DUBROY, 


, Clerk of the Committee. 
88477—134 ; ; 


MINUTES OF EVIDENCE 


Housk OF Commons, 
April 30, 1947. 


The Standing Committee on Railways and Shipping met this day at 10 a.m. 
The Chairman, Mr. S. M. Clark, presided. 

The CHarrMAN: Gentlemen, last night we had concluded Mr. Vaughan’s 
statement and we are ready to start on page 10. 

Mr. VaucHAN: I may say that Mr. Walton has a statement to file which 
I think we asked for yesterday. © 

Mr. Watton: This is a statement in connection with the grain situation. 
It is as follows: 


CANADIAN NATIONAL RAILWAYS 
Grain Situation 


Country elevators on C.N.R. 
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* estimated. 
April 30, 1947. 
These necessarily are estimated figures. 


Mr. Hazen: I understood we were going to have figures in connection with 
the cost of that new telegraph service which we were discussing last evening. 


Mr. VaucHAN: We have a statement on that which Mr. Cooper will file. 


Mr. Coorrr: The cost of establishing the research laboratory was $39,257. 
The other costs were as follows: 


C.N.R. Expense 1946 
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Then Mr. Hazen asked for a statement showing the capitalization of our 
system as it was at the end of 1937 and at the end of 1946, and showing how 
much was represented by equity capital and how much was in the form of fixed 
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interest debt. I have a statement here which I will be glad to place on the 
record. This statement shows that in 1937 the capital invested in the Canadian 


National Railways was in round figures $1,955,000,000; in 1946 the corresponding — 


figure is $2,008,000,000, that is an increase in the nine-year period of 
$52,866,000. That is an increase of less than $6,000,000 a year, and I think it is 
a very modest increase for a railway of our size which operates almost 24,000 
miles of line, including all our other activities, and including Trans-Canada 
‘Air Lines. 

In 1937 our interest debt was $1,280,000,000; in 1946 it was $1,232,000,000, 
a decrease of $48,000,000 in interest bearing debt. In the same period our 
equity capital increased from $676,000,000 ‘to $776,000,000, an increase of 
$100,000,000. Our interest charges in 1937 were $50,633,000; in 1946 they were 
$44,681,000, a decrease of $5,952,000 per annum; in other words, in this nine- 
year period— 
Mr. Hazen: Pardon me, you speak of 1947. 
Mr. Coormr: 1946, I should have said. 


Mr. Hazen: But you just referred to 1947, I think that should have been 
1946. 


Mr. Cooprr: In each case it should have been at the end of 1946, you are 
right, Mr. Hazen. 
Mr. Hazen: At the end of 1946? 
‘Mr. Cooper: Yes. In other words, in this nine-year period the capital 
increased at the rate of $6,000,000 a year whereas our interest charges have been 
reduced at the rate of $6,000,000 per year. 

Mr. JackMAN: Could you continue it; I suppose that depends on Mr. 
Isley or Mr. Abbott. 

Mr. Coorrr: The detailed statement is filed for.the record. 
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There was another statement requested. Someone asked why if our telegraph 


business was greater, our revenue in 1946 was lower than it was in 1945. The 


explanation of that is the average revenue per message in 1946 was somewhat 
smaller than it was in 1945. In 1946 we averaged 52 cents per message as 
compared with 55 cents in 1945. In other words there was more economy shown 
in the writing of messages. I believe that the soldiers in 1945 wrote their messages 


freely and they were not fussy about counting the number of words; so that there 


was a reduction in the average number of words per message and that accounts 
for the fact that in 1946 we had less revenue although we did more business. 


CANADIAN NATIONAL TELEGRAPHS 


Messages Revenue 

1946 1945 1946 1945 
Revenue—domestic ........cceceeeee 5,670,000 6,104,000 $3,641,039 $3,878,393 
—international ............ 2,888,000 2,305,000 1,157,653 1,024,272 
LF 11 eI e  D  C AEROE CN ahapAM ra 343,000 490,000 242,097 305,548 
BOTCRS FNC cae ie Oe eine GWAR ple eeu tal Mla 1,013,000 782,000 113,116 89,753 
Other Pica a cRNA ANG LO ee HU) He EA SANNA CUE 252,000 251,000 Isa/es 17331 1338 

PALL W py RON VECE! lira ate is eres ane ik a 2,063,000 1,884,000 A 

12,229,000 11,816,000 $5,289,628 $5,471,099 

Average revenue per message ......... S20. an 55¢ 


The decrease in total revenue was caused by a decrease in the average revenue per message 
from 55 cents to 52 cents. 
Mr. NicHoutson: Have you any statement regarding hotel operation? 


Mr. Cooper: That is being prepared, Mr. Nicholson. You asked for the 
average occupancy back to 1937. We have to get that from the hotel 
management. 


Mr. Hazen: How about the deficit or surplus figures from 1937 to date — 


which I asked for? 


Mr. Cooper: I can give you those figures. I will call them off and they 
will get in the record, Mr. Hazen. 


INCOME STATEMENT 


Year Deficit Surplus 

DOB ie: Oe Se tk IEA CHER GO-An Ga a ate $42,345,000 

POSS hee CLM TNA AOD Lied inal Maan tte 54,314,000 

POO ee eee PIE ih An ROE NERA aaa) 40,095,000 

LOL Leah ieee ty yeni nee) ets Gn Sra Re 16,965,000 fae 
FETE Bie ENN Mg MCAS NUR as Mev Le eee $ 4,015,000 
HRS Y: Cann tet Nn le Sr CLO etek age S| Ue ciEC Mar i gt US a ne psa 25,063,000 
Aaa ees ree THUR A MeLIME TaN ele vedic ine RM Whole ra PMR ls NoReHe te ae ie eats Wy Shed 35,639,000 
DG Paes Ee aS settee ear rl ON EP ta Blac Mau a al eee es 23,026,000 
TCE ne eR APNS lacey AGM ST TNS de VR Us 24,756,000 
POAG i Hei, FRG ok cen te ta te de CMI Be care aOR neue we ea trea ae 8,961,000 sts 


The CuHatrman: I think those are all the statements that were asked for 
_ with respect to which answers are ready. 


Mr. NicHotson: There was the question about the cost of maintaining 
offices outside of Canada. 


Mr. VaucHan: We are getting that. 

Mr. Cooper: If you will turn to page 23 of the report you will see the 
number of offices outside of Canada. While we have the figures, I feel that it 
is going to take some time to get the data prepared in statement form. 

Mr.VaucHan: I think Mr. Nicholson was only interested in the ones in 
Europe and in the East. 

Mr. NicHoutson: I was concerned—apparently there is quite a large cost 


in maintaining these offices and I wondered if it was a paying proposition to 
maintain them. 


RAILWAYS AND SHIPPING 13 


Mr. VaucHan: That is checked over regularly and carefully. 

Mr. Nicnotson: How much trouble would it be, or perhaps it appears 
some place in this report, to give us a statement of the cost of maintaining 
those offices outside Canada? 

Mr. Cooper: We will try and get that information. It may take a little 
time. 

Mr. JAcKMAN: Do you have to cable Europe to dig up those costs? 

Mr. Cooprr: No. 

Mr. Jackman: I was just wondering, if Mr. Nicholson wants the informa- 
tion and if it is going to be expensive to obtain because I understand the 
Saskatchewan government now has an agent general in Europe and people will 
wonder what good purpose is being served by him if you have to cable Europe. 

Mr. Cooprr: No, we have the costs of those offices, but it will take a little 
time to prepare a statement. 

The Cuatrman: Gentlemen, would you like to have Mr. Cooper explain this 
statement, or do you wish to ask questions? What is your pleasure. I think 


pene explained the balance sheet last year, so he had better resume along 
that lie. | 
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Mr. Cooper: Running briefly over the balance sheet, the first item, invest- 
ment in road and equipment, represents the recorded cost of the property 
investment of all the railways which were comprised in the Canadian National 
Railways system. Of the total amount, $525,000,000 represents rolling stock 
equipment and $1,426,000,000 represents road property, which is an average 
investment per mile of road operated of $84,714. 

The second item, improvements on leased property, carries the improve- 
ments by the Canadian National Railways to properties of other railway com- 
panies operated by the Canadian National under long term lease, principally, 
the New London and Northern, $1,093,000; the Vogel property at Milwaukee, 
and the Mountain Park Coal and Luscar Spurs. Those are the three principal 
items. 

Miscellaneous physical property, that includes Canadian National hotels, 
$38 932,000; subsidiary land companies, Rail and River Coal Company and 
such like activities, $16,406,000. Various grain elevators and warehouses repre- _ 
sent $3,914,000. These accounts are properties owned by the railway but are 
not directly rail line property. 

Capital and other reserve funds: this includes the proceeds of sale of 
mortgaged property, on deposit with trustees to meet mortgage requirements. 
All that amount is invested in Dominion of Canada securities or Canadian 
National securities guaranteed by the dominion. 

Deferred maintenance fund, that is invested in Dominion of Canada 
securities and represents the amount set aside during the war with respect to 
deferred maintenance. 

Investments in affiliated companies, they are set out in detail on page 20 
of the printed report. 


Mr. Jackman: Just in regard to the income from those companies, Mr. 
Cooper do you consolidate that in your income account? I think we had the 
question up once before. 


Mr. Coorrr: Yes, sir, it is taken in under the headings of interest income 
or divided income, details of which you get on page 4. 


Mr. JackMAN: No substantial amount would be represented by those 
affiliated companies which are not declaring any dividends or did not come into 
the C.N.R. account? , 


Mr. Coorer: Not any substantial figures, no. I can tell you what dividends 
we did receive from them if you are interested. | | 


Mr. JackmMaAN: If you have it there. 


Mr. Coorgr: The Belt Railway Company of Chicago, we did not get 
dividends. The Canadian Government Merchant Marine Limited, of course, that 
is just directors shares. The Central Vermont Transportation Company, a divi- 
dend of 22 per cent; the Chicago and Western Indiana Railroad Company was 
6 per cent; the Detroit and Toledo Shore Line Railroad Company was 8 per 
cent: the Detroit Terminal Railroad Company did not pay a dividend, nor did 
the Northern Alberta Railways Company. The Ontario Car Ferry Company 
paid a dividend of 66 per cent; Public Markets Limited paid a dividend of 4 per 
cent. The Toronto Terminals Railway Company did not pay a dividend. It is 
not expected to, it is just a joint facility operation with the Canadian Pacific 
Railway. The Toledo Terminal Railway Company did not pay a dividend. 
Trans-Canada Air Lines paid a dividend of 3 per cent and the Vancouver Hotel 
Company—we received both rents and dividends from that company amounting 
to $210,000 in rent and $114,000 in dividends. 

On the Northern Alberta Railway Company bonds we received 5 per cent 
interest; on the Toronto Terminals Railway lands we received 5 per cent interest. 
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There is really nothing on the advances in the way of return. We do not 
expect one. Other investment carried on the balance sheet at $996,563, repre- 
sents the investment of the Montreal Warehouse Company in Dominion of 
Canada securities, $544,000, and our investments in hotels and commercial 
companies in various communities which were investments we made for business 
reasons. They are rather small. 

Temporary cash investments $8,208,000. This represents an amount set 
aside for war projects which we expected might have to be written off after 
the war $3,509,000, and $4,700,000 taken out of deferred maintenance fund— 
you remember we took $6,000,000 out of that fund in 1946 but we had not 
converted the bonds into cash at the end of the year and $4,700,000 were held 
at December 31st and have since been sold for cash. 

Mr. JackKMAN: $13,000,000 was drawn out from the deferred maintenance 
account? 


Mr. Cooper: $6,000,000 out of the deferred maintenance, Mr. Jackman, 
the balance was out of the inventory reserve; $6,750,000 out of the inventory 
reserve and $6,000,000 out of the deferred maintenance reserve. Those bonds 
were all sold with the exception of $4,700,000 which have been sold since the turn 
of the year. 

Mr. JAckMAan: Did you have an inventory reserve on your assets side 
last year? 

Mr. Cooper: It was carried in capital funds at the end of 1945. 

Mr. JacKMAN: What item is that? It is in this year’s balance sheet? 

Mr. Cooper: Yes. 


Mr. JAcKMAN: Last year we had an account on the assets side of the 
balance sheet called inventory reserve? 


Mr. Cooper: It was carried in capital funds or temporary cash investments, 
I am not sure which. 


Mr. Jackman: It is all right, it is gone now. 

Mr. Cooper: It is gone. The special deposit account are deposits with 
trustees to pay funded debt which has matured but not yet been presented for 
payment, and deposits with the bank to pay interest due on funded debt. 

Accrued accounts receivable represents transportation charges against the 
Dominion of Canada in the process of billing, $847,000; estimated accounts 
from other railways and joint facilities, $669,000; revenue freight in transit 
for payment to be handled at destination, $547,000; delayed inter-line passenger 
returns from other companies, $149,000; the amount due from the Hotel 
Vancouver for rent and surplus $349,000. That was due but had not been paid 
to us by the hotel company at the end of the year. It has been paid since. 

The insurance fund represents the investment of our self-insurance reserve 
established to protect company property against fire risk which is mainly 
invested in Canadian National and Dominion of Canada securities. 

Mr. Nicuotson: Just before you leave the insurance item, I wonder if 
Mr. Cooper has the figure for a year ago? 

Mr. Cooper: Yes, $12,455,000. There is a decrease of $91,000 during the 
year. 

Mr. JaAckMAN: Yet there is the Dominion of Canada railway deficit, 
$8,961,000. Does that mean you carry that as an asset, what do you do with 
a deficit under the ordinary system? 

Mr. Cooprrr: Well, we collected that from the government. Parliament has 
voted, in the supplementary estimates, an amount of $8,961,000. That was paid 
to the railway and having received it we turned around and paid it back to the 
government as interest due on the government loans to the system. 
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Mr. Jackman: I think this is the first year you have had that condition, 
unfortunately. The government simply makes up the deficit under the 19388 
revision. 

Mr. Coorrr: No, it was under a policy laid down in 1988. Mr. Rhodes was 
the finance minister at the time and he laid down a policy that the government 
should vote to the National any deficit of the system. Previous to that time 
the National railways had been required sometimes to issue bonds to the 
public to finance its deficits and that policy was condemned in the Duff report, 
if you remember. Following that report the government announced a policy 
that in future, that is commencing with the year 1932, parliament would vote 
to the railway shortage of income to meet the interest requirements of the 
railway. | 
Mr. JAckMAN: That is, you just carry this account over the year end and 
subsequently parliament reimburses, the railway? 

Mr. Cooprr: That is so. 

Mr. Jackman: That is the policy we need to adopt in West Indies 
steamships. 

Mr. Coorer: West Indies steamships deficit go back to earlier years. It is 
not done with West Indies steamships. 

Mr. Jackman: Mr. Rhodes’ principle was not applied. 

Mr. Cooper: No, it was not carried into steamships. Then there is the 
pension contract fund. 

Mr. VaucuHan: I would just like to mention there, we paid $23,221,000 to 
the government for interest and then we asked them for $8,961,000 of that 
amount back. 

Mr. Coorrr: The pension contract fund is next. That represents the 
investment of our reserve against pension contracts. The amount is invested 
in Dominion of Canada bonds. Other deferred assets, mainly land contracts 
receivable, deferred accounts receivable, and deposits with the Ontario 
Workmen’s Compensation Board. Prepayments cover prepaid insurance and 
rents. Other unadjusted debits, that is not a very large item. I do not know 
whether you want to go into all this detail. Perhaps if I just touched on the 
more interesting accounts. On the liability side there is the pension contract 
reserve of $35,943,000. That represents amounts which we have built up since 
1943 and is the actuarial value of all pension contracts outstanding at the end 
of 1946. 

Mr. Jackman: Just on that rather odd looking item, government railway 
working capital $16,771,980.54. What does that account mean? 


Mr. Cooper: Well it means this, Mr. Jackman. The Canadian government 


railways were entrusted to the Canadian National for management around 1922. 


At that time the Government railways owned, in the form of working capital, | 


that amount. In bringing the Canadian government railways into our system 
we took over the working capital as assets of our system and we did that by an 
offset credit to the dominion for the amount of such working capital. They had 
cash, accounts receivable, and stores on hand and we took those over and made 
them part and parcel of the system working capital. To do that we had, of 
course, to set up entries on the opposite side of the ledger. It has not changed, 
and I cannct see how it can change. It just stays there and has stayed there 
for the last twenty years. It is not the working capital of the Canadian 
National system, it is the working capital which was in the Canadian government 
railways at the time they were entrusted to the Canadian National railways for 
management. 
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Mr. JAcKMAN: You surely do not need to carry forward all the various 
accounts of the Canadian government railways when you took them over under 
the: Canadian: National system, do you? You must have consolidated it. 

Mr. Cooprr: Yes, absolutely, we consolidated it. 

Mr. Jackman: With your own accounts? 

Mr. Cooper: Yes. 

Mr. Jackman: Well, why do you treat the working capital separately? 
Mr. Cooper: We do not. We set the cash up in our cash account and we 
set the accounts receivable in our accounts ‘receivable account. 

Mr. JAckKMaNn: And on the liability side you had to have an offsetting entry? 

Mr. Cooper: We had to have an offsetting entry and this is it. 


Mr. JACKMAN: It seems too bad you could not merge it with proprietorship 
or something else. I do not think it is important, it is just rather peculiar. 

Mr. Cooper: The point on that is, in public accounts it is carried as an 
active asset and anything which, in public accounts, is an active asset, we 
consider should be shown in our balance sheet as a liability so that if anyone 
wishes to combine the National accounts with those of the dominion there will 
be no duplication. 


Mr. Jackman: It is really more because of the government than because of 
the railway. 

Mr. Cooper: Yes, we would be glad to see it down in proprietor’s equity 
account, or if any adjustment to our loans from the dominion is made, well, 
perhaps the railway might be willing to treat that as a loan with interest, 
I do not know. 


Mr. JACKMAN: Y¥es, it is there particularly to earmark an active asset 
on the government’s books. 

Mr. Cooprr: That is right. 

Mr. JACKMAN: That is the chief reason for it being there. 

Mr. Cooper: Yes, that is right. Under double entry bookkeeping you have 
no alternative, you must set up a corresponding contra account. I do not know 
if there are any other items on the balance sheet in which any members are 
interested. We have the details here. 

The CuHatrmMan: Is that all right then? 

Mr. JackMAN: May I just. ask on that last item under proprietor’s equity 
account, capital expenditures by Dominion of Canada on Canadian government 
railways, that is the whole system again. That is not the same Canadian govern- 
ment railways that we were on under working capital? 

Mr. Cooper: Yes, it is the same, Mr. Jackman. As I said, we took up in 
our system accounts the accounts of the C.G.R., that is, we consolidated them. 

Mr. JAcKMAN: The C.G.R.? | 

Mr. Cooper: The Canadian government railways. We call them the 
C.G.R. 

Mr. JacKMAN: .What is the C.G.R., the old Intercolonial? 

Mr. Cooper: It consists of all the railways owned by the government with 
the exception of the Hudson’s Bay road. It is the Intercolonial, the National 
Transcontinental and— 

Mr. JAcKMAN: The Canadian Northern? 

Mr. Cooprrer: No. 

. .. Mr. Jackman: ‘Everything but the Canadian Northern and the Grand 
Trunk Pacific. 
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Mr. Cooper: That is right, the Grand Trunk, the Grand Trunk Pacific, 
the Canadian Northern. They are the three old companies, and then we had the 
Canadian government railways which are owned by the Crown and in our 
consolidation as a system in 1923 took in those four entities. 

Mr. Jackman: The $377,000,000 refers to the capital expenditure by the 
government on the old government railways this year? 


Mr. Cooper: We included the amount in property investment account on 
the asset side, this first item on the left hand side, and we set up a corresponding 
amount here as capital invested by the dominion in the Canadian Government 
Railways. , 

The CuarrMan: All right. 


Mr. Jackman: I must say at first reading it gave one the impression that 
was the amount of money which had been advanced by the government for 
capital expenditure of the C.N.R. I can see now that you mention it how it 
works but I was thinking of the layman who looks at it that way. 

Mr. Cooprr: It is very specifically worded. 


Mr. Jackman: Once you know what the Canadian government railways are, 
but I was not quite sure what they were and I do not suppose the public does 
either. 


Mr. Cooper: They are the Crown-owned railways with the exception of the 
Hudson’s Bay railway. 


Mr. Hazen: Would you explain the item “accrued amortization of defence 
projects; what does that mean? ‘ 


Mr. Cooprr: Well, during the war, Mr. Hazen, we were required to con- 
struct a number of facilities, sidings into war plants and that sort of thing, and 
we felt that maybe after the war was over those facilities would be of no use 
for ordinary commercial operations. We felt perhaps they would have to be 
taken up and therefore we made provision out of wartime revenue for the loss 
which we would suffer if and when those facilities were taken up. 


The CuamrmMan: If there are no more questions we will turn to page 12. 

Mr. JackMAN: May I just ask a question on the terminology of the expres- 
sion “affiliated companies”. You do not use the word subsidiary companies in 
the railway business? 

Mr. Coorer: No, our use of the word subsidiary indicates a company that 
we control. An affiliated company is one in which we have an interest but which 
we do not control. | | 

The CHarrMaNn: Page 12, Dominion of Canada proprietor’s equity account, 
capitalization of Canadian National railways and operating expenses: 


DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT 


Balance at Transactions Balance at 
3lst Dec., 1945 Year 1946 3lst Dec., 1946 
Capital stock of Canadian National Railway 
CoG ATVs MWe ee dela SUN Gas alah oa ie $ 18,000,000 00 S vl in cule $ 18,000,000 00 
Capital stock of the Canadian National 
Railways Securities Trust: 
Minti al SUAbeU OV OLE: 6's Wig Bi leheidia Sj acesate aM $270,037,437 88 Se et wegen $270,037,437 88 
Surplus; CarMings 2.0... se peewee ee vas L123: 502.0615 O43 iyig i ele 112,502,061 64 
PALO PANGS hs oe se cei W stan’ ovine Bin nce Dis TOTO OSL AS eas re eee 19,105,651 38 
Camital wieesee s. lida cae se hale ap ak 19,933,594 12  *1,807,952 35 21,241,546 47 


$381,711,556 78 $1,307,952 35 $380,403,604 43 


Capital Expenditures by Dominion_ of 
Canada on Canadian Government Rail- 
RR ECS COE ARE IM COE "MA CaP nT aA $377,614,970 84 $ SR: il $377,614,970 84 


$7 11,020,027 02 $1,307,952 35 $776,018,575 27 
*Loss (applicable to period prior to 1940) on retirement of rolling stock equipment. 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 
Balance at Per Cent 
3lst Dec., 1946 of Total 
Equity Capital:* 
Capital Stock of Canadian National Railway ; 
SOE Att Ye aed ore Se eS Mee te altel hey $ 18,000,000 00 
Capital Stock of the Canadian National Rail- 
MaAVA;OCCULIMGNed TUBUS «cow teehee haa Orn 380,403,604 43 
Capital Expenditures by Dominion of Canada 
on Canadian Government Railways ......... 377,614,970 84 §$ 776,018,575 27 38.6 
Fixed Interest Debt: 
PREM SOVE LUCCDUDMO Lae ut os Sc) chee casi ets $530,422,997 55 
Dominion of Canada—Loans ................ 701,765,305 39 1,232,188,302 94 61.4 
$2,008,206,878 21 100.0 
*Excluding shares of subsidiary companies held by public—$4,635,440. 
OPERATING REVENUES 
1946 1945 
rete ee cee ee | i ne Me ns 8 $296,403,320 83 $313,013,450 06 
Payments under Maritime Freight Rates Act (20%)........ 3,909,878 07 3.519, 878 84 
Heese ieee ra Pa Ae ae Sees th aS Oo 50,128,223 16 65,199,923 28 
Sr AC CMS or as, AS ah ee anced tas Wart 6s ache Secs oat ne 182,522 20 159,084 91 
lee DINO AG Shutters Vic tater Saree Haren Oe OT Neate ee oie ee Ls 3,087,104 21 4,580,963 69 
Pearse ate Hasyn Oa Paice ae omental ora ghee ok es eee 284,444 29 21 ot (Oe 
Dur eee Wale) ea hart sues ee ne erent tga ee et eh Ce. TP RT 4,275,981 70 4,204,835 42 
iallwayobuxpress A wentya ie. vo ccs. hate hee boas 118,269 78 534,662 43 
Drs EVES yee es Bia ce dgie © seuttca I UPS, tae aad gO ae LS oS 19,461,209 16 18,674, 783 58 
MlENOLe  ASSCNECE-CL lai dee t Suu One cole he PC aD Mes 41,901 84 5a 
BVET mee Mares int ai Cures rey haere Th AN AO A Dg mio 504,275 89 469,169 82 
o CREEYELNWTTIES eg ay oti iin Se aR Nain cee ala Seine Ae aC Om 3,334,010 96 3,358,414 26 
Reet COMME TAS CEN grata reread stat racs.F coe hers caine edb wid able Sahls 242,268 32 183,272 66 
Me LANG Ul rome eto a chy eee Cee eh eines 3,104,899 44 4,608,534 74 
Prestaacante® wdace envio cae rae ee Cee eae TRE TS 281,704 48 301,391 10 
Deation, “lrain. and .Boate Privileves i, ..6220 shea ba ec been ee 462,921 99 570,327 56 
PAT Cee LOO site ene eee sate aes oe Brace Ph gare a 118,919 06 150,749 63 
Rd ee OID DEGREE Pe Siete are oot De eee 140,305 04 116,214.52 
BPO UEC ACU AC Er cy Mm Meader aerate al Ne Tine yk fieuk ns Ue oreo e paty 77,644 73 117,651 20 
1 PUTT A RENO Sle Rp Paar cae ak NS gn eo te a 2,270,174 93 1,840,217 42 
elegt Apne COMM pS ONAint Loa) ait teh he ols C eaels ou oe dw an 13,580 86 14,314 32 
Melertd pli COMmnreTOrales cteccibe So ee acca ace hee eee wae 7,340,019 34 7,540,499 50 
Pet ite GVA GOL mene Rau Ioe ee hci eae ee Coen, ES LETS cate 205,476 07 513,618 04 
Rents of Buildings and Other Property .........%...cceee0. 868,635 14 898,493 41 
MN CeOC MAIC OMS pa hater We ase ee ey See diets aay le eh 6 oe a eke 2,524,982 72 2,165,022 58 
Ge aCe Uy =O Tel be ns we cre oS is 2aT ahs cnenare et Oe eee ee 812,390 49 822,641 49 
PRUNE CLIIL YP) 6 DEttae os caters SG gh pia’) Ie pyre Do aa e ew bin bo ace 109,038 81 118,200 97 
$400,586,025 89 $433,773,393 56 
OPERATING EXPENSES 
Maintenance of way and structures 1946 1945 
ere ie be WN OMA tery Ate hI ae bce AL et Ras Se USta hy os nde Salis $ 4,467,817 94 $ 3,944,226 92 
rt Wea Lt NE st Wiel adie: oe eer ir ities aos ake cds tot ees bo ale wine tus 8.761,886 50 8,705,847 73 
Nise cai 2 OUD WANE. Slsoe tek ae ile ml a etalk swe sete SP 215-45 35,459 50 
Eiaces,.. restless ands Oulvetts 0 evn... 6s nb sbe eee eae as 2,859,062 67 2,715,192 03 
Fp eainrre eerie Lirden ast Codon eet ao wed Beene ths ep otha sa eaale allaseiens bye ote osha 6,168,103 68 7,099,421 14 
Le” AR BROS ieee cert: <a Rael ae SP irre: Ci Ot Aan Se aan SD RR a aa 2,825,137 53 3;183,/ Lo 00 
Other Track Matenal ee: Oe ARR Ey PE eet eee tos a's. in ans 2,660,235 82 3,025,663 44 
Les CSE eee = rt Oe Fests caibiee Sit Cire cuadeetieiie Natasa fi alae anes Eo e's 1,721,467 58 1,803,873 16 
RPA eit VATEO MAING, POUL ACITIO adel, 4 cee SP eter cleo Mereialads. wes Wee 18,381,101 75 18,150,434 30 
PMences-USVOwsiieds, HANG SIONS, SVP. cewek chew Vielbess wae bees 648.759 21 660,415 74 
Stason rand (Ome Duvldings Oe be. otk Res 1b we i eM So 2,801,982 31 2,956,783 30 
BOAT Ye 1s UML sree sinule wk, ve oa os Sitios seg betes eA bias es 362,193 55 352,973 310 
Naeger LLU oe FEe ae hes else a Ch UR SiO ae oncch tien a 563,851 22 517,550: 95 
PORTE eee URL OS tere etsal ohngece wh gis ln SE ie Eg RD ac ws 6 ste eons Oo Sais ol 315,665 52 290,714 31 
“Sha ey kt Swale Ba Daa eke) aah 1: oie erat ara ta of aA Ae te ina ame ea Akram 2,023,021 72 2,210 1 Owe 
Pe COU LOLS acc tc ctsh ress tee ee ces I ag. Coe he tee oye gle Rep Bees 43,447 2] 49,693 94 
EE pty TRS AEN 1G DEB Ech ec A NG iy en Sue iy akc aR ee eR 197,504 42 217,414 67 
Telegraphaand “Telephone Lines estes a Se sieelecs wale e wnat b lee 0s 2s. 079d 1,078,893 03 
elem ra phi tO MOT CLA lp pkcoWhin wis OM de aes. 4 shale «Sele aiace) obs btn a 1,475,967 63 1,389,630 12 
Rome irs a eh TIL LE PUOR COV Gahan acetate cae tals n'a ig aay ol aleren gia Mare eos. 1,219,980 43 1,137,962 58 
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Power Plants 
Power Transmission Systems 
Miscellaneous 
Road Property—Depreciation—U.S. Lines 
Road Property—Retirements 
Deferred Maintenance ° 
Roadway Machines 
Dismantling Retired Road: Property 
Amortization of Defence Projects 


Structures 


Small Tools and Supplies 


Removing Snow, Ice, and Sand 
Public Improvements—Maintenance 
Injuries to Persons 


Insurance 


Stationery and Printing 


Other Expenses 
Maintaining Joint Tracks, Yards, ect.—Debit 
Maintaining Joint Track, Yards, etc—Credit 


Right of Way Expenses 


Protective Services 


Maintenance of Equipment 


Superintendence 
Shop Machinery 
Power Plant Machinery 


Machinery—Retirements 


Machinery—Depreciation—U.$. Lines 
Dismantling retired machinery 
Steam Locomotives—Repairs 
Other Locomotives—Repairs 
Freight-train Cars—Repairs 
Passenger-train Cars—Repairs 
Floating Equipment—Repairs 
~ Work Equipment—Repairs 
Express Equipment—Repairs 
Miscellaneous Equipment—Repairs 
Miscellaneous Equipment—Retirements 
Dismantling Retired Equipment 


Equipment—Depreciation 


Express Equipment—Depreciation 
Injuries to Persons 
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Stationery and Printing 


Other Expenses 
Joint Maintenance of Equipment—Debit 
Joint Maintenance of Equipment—Credit 
Deferred Maintenance—Equipment 


Trafic 


Superintendence 
Outside Agencies 


Advertising 
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Trafic Associations 


Stationery and Printing 


Other Expenses 
Industrial Bureau 
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OPERATING EXPENSES—Continued 


1946 


17,268 
185,378 
2,490 
903,079 
1,860,910 
642,934 
248,973 
2,147 
887,800 
3,192,937 
656,394 
718,369 
28529 
79,530 
41.343 
909,722 
2,084,511 
59,905 


1945 
9,2,62 
170,753 
3,193 
853,390 
1,231,167 
2,500,000 
594;557 
81,071 
2,284 
887,741 
3,540,663 
369,035 
661,012 
28,140) 
70,819 
63,059 
1,015,097 
1,942,157 
75,431 
70,004 


$ 67,156,485 


$ 1,782,438 
2,216,834 
133,788 
371,828 
66,352 
4,345 
23,160,658 
386,951 
19,060,111 
10,559,617 
483,483 
2,239,503 
226,514 
209,953 
11,154 
79,149 
17,701,420 
170,773 
527,141 
31,396 
63,278 
47,555 
412,118 
213,041 
6,000,000 


$ 73,733,329 


$ 2,394,625 
3,139,627 
729,962 
124,634 
329,271 


138,375 
236,392 


$ 7,092,888 
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72 


68 
52 
95 
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29 
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$ 70,311,162 


19 


ee 


$ 1,539,394 
2,083,485 
115,858 
200,386 
65,986 
2.963 
22,780,691 
379,394 
16,879,507 
9,358,057 
361,454 


2,187,604. 


207, od 
201,051 
1,798 
56,308 
16,974,015 
167252 
579,957 
35,089 
60,202 
2,667 
250,211 
205,885 
2,500,000 


$ 76,784,609 


$ 2,145,109 
2,853,589 
341,215 
121,328 
267,094 

225 

115,414 
202,627 


$ 6,046,603 
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Miscellaneous 

PITS MATE Gis eter VICE cc se ure es vba eo ses aee e¥e pe Spe eldest $ 4,193,154 21 
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1945 


$ 3,765,343 
2,271,473 
25,073,729 
101,453 


2,031,612 
15,501,769 
121,351 
35,698,139 
,038 
43,019 
1,363,258 
582,271 
326,289 


$116,245,128 


83 


$ 6,031,058 
17,902,623 
11,108,584 

2,157,966 
564,925 
846,625 
131,636 
434,880 

5,418,338 

1,231,744 

9,905,469 
761,103 

1,307,751 
880,785 
421,589 

16,976 
500,501 
78,515 
77,005 
2,050,234 
15,744 
1,873,160 


$179,119,172 


$ 5,615,717 
278,591 
351,532 

36,767 


42 


45 
80: 
81 
03: 


$ 4,709,676 65 $ 6,282,609 09 


84 SESSIONAL COMMITTEE 
OPERATING EXPENSES—Concluded 
1946 1945 

General 

Salaries and Expenses of General Officers .............4..- $ 539,613 28 $ 493,631 92 
Salaries and Expenses of Clerks and Attendants ........... 6,904,342 48 6,197,145 02 
General Office Supplies and Expenses .........--.-+-eeeeeee 354,481 91 308,283 54 
Tawa Wx persed 55. se SINS 54 bea ocala yes Rn Cubaoson bande caw elec One me algae 429,900 22 393,064 75 
Relief Department Expenses .......cceec cece nero eee eceees 27,500 00 27,500 00 
RE ek ut oh Ge Reap ee a es eer a Se oom ee vals, her erg a 10,446,942 09 8,864,923 03 
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General aloint Hactlities Debit. oe Svc ou ee Sotaw ae sel siae oo oe 55,756 14 47,948 29 
General Joint Racilities—CTredtt.. Fis dk th ew mes wre sete oe a 11,999 78 11,661 84 


$ 19,190,761 32 §$ 16,749,892 39 


Mr. Emmerson: There is a question there, Mr. Chairman. There is an item 
in the operating revenue, water transfers. That 1s revenue obtained from 
merchandise and other freight and passengers? 

Mr. Cooper: Yes, we operate certain transfers. The principal one is across 
Lake Michigan. 

“Mr. JackMAN: It would not include the car ferry for Prince Edward Island, 
would it? 

Mr. Cooprr: No. 

Hon. Mr. Cueverier: That would be in the other item, Mr. Jackman, the 
other half of the page. | 

Mr. Emmerson: I might ask Mr. Walton this question. For instance, one 
travels from the maritimes to Shawinigan, let us say. He checks his baggage. 


He pays water transfer or ferry transfer in addition to his check for his baggage. - 


How does that come about? 

Mr. Wauron: You mean if he is coming from Prince Edward Island? ~ 

Mr. Emmerson: We will say even from Moncton, any point in the maritimes, 
from my own dwelling. You travel by C.N.R. to Shawinigan. You have to take 
the ferry to make proper connections. You check your baggage. You pay for 
the transfer of that baggage by the ferry at Levis. I was rather surprised to 
learn that. My point is how does that come about? 

Mr. Cooper: We do not operate the ferry at Levis. : 

Mr. Emmerson: You operate the trains. Suppose I travel from Moncton 
to Montreal. I am able to check my baggage. 

Mr. Watton: It would not apply on the trip from Moncton to Montreal 
but it does on the ferry at Levis. 

Mr. Emmerson: If you are travelling you check your baggage. There are 
C.N.R. trains that cross the bridge, are there not? 

Mr. Wauron: Yes, but it is built up on the principle of having the baggage 
follow the same route as the passenger so as to permit delivery of it on arrival. 
If we send the baggage around by a different route from that travelled by the 
passenger and the baggage is not available on his arrival it always results in 
complaints. That is why the Levis ferry and transfer is involved in this, and 
it is not our own operation. 

Mr. Emmerson: But is it possible for a person, who is not so anxious to have 
his baggage arrive on the same date, to have it travel around the other way? 
Has. he the option of having it go a different way? 

Mr. Watton: I would have to check the tariff to be sure of that, but I think 
if he said, “Send this any route you wish”, that the ferry charge would not apply. 
I can confirm that. | 


< 
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Mr. Emmerson: That is the point I wanted to find out. It is only a very 


~ small item. 


The CHAIRMAN: Operating revenues. 

Mr. Nicuoutson: May I inquire if there is any way of knowing the position 
of sleeping cars, parlour cars and dining cars as to the relative revenue received 
from those sources compared with freight. Do you keep track of your operating 
expenses in connection with hauling your parlour cars? 

Mr. Watton: They are not separated in our expenses. 

Mr. Nicuotson: Do they pay for themselves as compared with your first 
class car, for example? 

Mr. Watton: The cost of hauling a parlour car is approximately the same 
as an ordinary car except for the porter’s wages. 

Mr. NicHotson: What is your initial investment in the two cars? 

Mr. Wauton: It would be slightly more in the case of a parlour car, not 
materially different. 

Mr. Nicuouson: How many passengers do you carry in a parlour car, and 
how many in one of your new first class cars? 

Mr. Wauton: A parlour car would probably average thirty, whereas 
the modern coach average would be sixty-four. 

_ Mr. Nicuotson: It would seem to me that chair car rates should be a little 
higher if they are not to be operated at a loss. What do you pay for a chair 
from here to Montreal, for example? 

Mr. Watton: Seventy-five cents. 


Mr. NicHouson: It would not appear to me to be a profitable enterprise to 
have such a large investment in chair cars. 

Mr. Watton: In many cases the operation of a parlour car itself is not 
profitable, but it is one of those things that is more or less demanded by the 
public, and provides something over and above what the bus gives the passenger. 


Mr. Nicuotson: I think those who demand luxury travel should be prepared 


- to pay a fair share of the cost. 


Mr. Watton: The experience has been they will not pay it. They will use 


.something else. There is a dividing line. Maybe we have not hit it right, but 


if you charge too much they will not patronize the parlour cars and they will 
complain that the coach accommodation possibly is not as good as it should be. 

Mr. Nicuotson: Revenue of $22.50 for hauling a chair car from here to 
Montreal does not appear to be very much. 

Mr. Watton: On the train which runs anyway the additional cost of hauling 
one car is not very great. 

Mr. Nicuoison: Your first class accommodation in the new cars is really 
very comfortable. 

Mr. Wauton: Very good. 

- Mr. Nicwouson: I think when you are operating in the red you are hardly 

justified in asking the taxpayers to subsidize this type of luxury travel. 

Mr. Wauron: It is a case of public demand as far as we are concerned. 
If we could be satisfied we would get the patronage without having parlour cars 
on the trains, we would be quite satisfied to take them off and convert them into 
coach use or something of that kind. 

Mr. Emmerson: I do not think that is always luxury travel. Take the 
ease of an elderly woman or a woman travelling with children. It is almost a 
necessity in some cases for the mothers. 
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Mr. Nicuotson: In my experience very few women with children travel 


that way. They are mostly in the ordinary cars. 
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Mr. VaucHan: You recall, Mr. Nicholson, that during the war the opera- 


tion of parlor cars between Toronto and Montreal was discontinued, but there 
was always a tremendous demand even during the period when they were not 
operated to have them restored. 

Mr. Nicnotson: I can appreciate that when you can get a chair from here 


to Montreal for 75 cents. It is more comfortable. You are not so crowded. | 
I think those who demand that service should be prepared to pay what it is © 


worth. 

Mr. Watton: It was pointed out to us yesterday what the Great Northern 
was doing in stepping up their service, providing good equipment, and so on. 
In some cases we have not gone as far as we would like to go in providing equip- 
ment attractive to the passengers and which will retain travel for the trains. 


Mr. Nicuouson: I think on most American lines you have additional fares ~ 


for the privilege of travelling in that fashion. 

Mr. Watton: On some trains, not on the majority of them. . 

Mr. VaucHanN: On many of those trains in the United States there is a 
charge made for a seat in the coach. : 

Mr. Nicuouson: Yes, but they have a better coach than we have. 

Mr. VaucHAN: Not necessarily. 

Mr. Hazen: Why was there such a falling off in the amount of revenue 
received from grain elevators? 

Mr. VaucHan: There was less grain to be moved last year on account of 
the crop having been shipped out earlier than usual. 

Mr. Cooper: I have here the number of bushels handled, the revenue from 
which enters into that account. In 1946 at Saint John we handled 1,591,000 
bushels against 2,995,000 bushels in 1945. At Portland, we handled, in 1946, 
8,177,000. bushels as against 32,044,000 in 1945. At Tiffin we handled 20,091,000 
bushels in 1946 as compared with 54,274,000 bushels in 1945. 

Mr. JackKMAN: Where is Tiffin? 

Mr. Watton: Near Midland, Ontario. 


yours? 
Mr. Cooper: I would not say that. 

Mr. Watton: I think they are pretty well comparable. It had reference 
to the relative crops. 

Mr. Nicuouson: In connection with this first item of freight have you any 
way of breaking that revenue down according to districts? 

Mr. Coorrr: No, sir. We can break it down by regions. 

Mr. NicHouson: Can you break down your operating expenses by regions 
as well? 

Mr. Cooper: We can break down some of the expenses, but we do not 
attempt to break down, for example, our headquarters expenses. Properly a 
portion of our headquarters expenses is applicable to the western region, 
central region, Grand Trunk Western, and so on. We do not attempt to do that. 
It is the same thing with maintenance of freight cars. Our cars run from sea- 
board on the east to the seaboard on the west. A car may go into a shop here 
or there, and it would not be informative if we were to say the expense of 
repairing cars in Montreal should be charged to the central region and that cars 
repaired at Winnipeg or Stratford should be charged to those particular places. 
That expense has to be spread throughout the entire system. We do not do that 


Mr. Hazen: Would the C.P.R. and other elevators be down as much as. 
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for our ordinary purposes. It would be a waste of time and effort. It can be 
done on arbitrary pro-rates. For example, take freight car repairs. We could 


take the car mileage made on a region and charge that region its car mileage 


proportion of the system car repair costs. That can be done if we are making a 
particular study for a particular purpose, but we do not do it for ordinary 
purposes. 

Mr. Nicuouson: In deciding where your new stations are going to be built 
would there not be some value in knowing whether the eastern, western or 
central regions are more profitable? Would it not be in the more profitable 
regions where you get your greatest net profit that you might have greater 
expansion? 

_ Mr. Cooper: I think our people know from their knowledge and experience 
just as well as if the accounting department was to produce some figures, par- 
ticularly if those figures were to be built up from a formula.. When you begin 
to get averages on a system of 24,000 miles they are not particularly useful in 
applying them to a particular situation. It is the divisional officer’s knowledge of 
a local situation rather than some statistical information produced by the account- 
ing department in Montreal which would guide the officer in determining what 
he should do to deal with a local situation. 

Mr. McLure: You would have to keep a separate freight account for your 
water travel and ferries, for instance the one from Borden to Tormentine? 

Mr. Cooper: Yes. 

Mr. McLure: You would have a breakdown of all of that? 

Mr. Cooper: You are speaking of revenues, yes. 

Mr. McLure: Yes. 

Mr. Cooper: We do that because if you remember the revenues and expenses 
of that particular operation are covered by special appropriation of parliament. 

Mr. McLure: Yes, and any deficit is met from the consolidated revenue 
fund? 

_ Mr. Coorrer: Yes, sir. 

Mr. McLure: It should not appear as a deficit of the railways. 

Mr. Coorrr: It does not. 

Mr. McLure: While we are on that, where did the Canadian National 
Railways get the authority for the rates they charge on the ferry? To whom 
do they look for authority? 

Hon. Mr. Cuevrrer: Perhaps I can answer that. It is given to the 
Canadian National Railways by virtue of a trusting order. The ferries are 
owned by the government of Canada and their operation is entrusted to the 
Canadian National Railways. 

Mr. McLure: Then the mandate comes from the government of Canada, 
or the Minister of Transport? 

Hon. Mr. Cuevrier: Not from the minister, no. The minister is not the 
owner of the ferry, but the government of Canada; title is in the name of His 
Majesty. 

Mr. McLure: He is the trustee? 

Hon. Mr. Cuevrier: No, the Canadian National Railways are the trustees 
of it. 

Mr. McLure: That comes to the question that we have always had trouble 
over, freight rates. On the freight rates on that ferry your board of control or 
whatever you call it, your transport board, have no authority to set rates for the 
Canadian National. By what system are those rates set? 
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Hon. Mr. Cuevrier: Perhaps I can answer that. The Board of Transport 
Commissioners; in fact the chairman went down there some time ago, and when 
they considered the matter they stated that while they had some doubt as to 
whether or not they had the authority to set freight rates they did proceed to 
take upon themselves authority and reduce one such rate. 

Mr. McLurs: Yes. 


Hon. Mr. Cuevrirr: The question as to whether or not they have the 
legal authority is one which I would not like to give an opinion on because there 
is some doubt. 


Mr. McLure: Well, of course according to the terms of confederation they 
had no legal authority, they cannot set the freight rate on any water-borne 
traffic operating between any of the provinces or between any of the provinces 
and a British-owned territory. For instance, they cannot set a freight rate 
from .Charlottetown to St. John’s, Newfoundland. That must be set by private 
concerns. They have no jurisdiction over these freight rates and my claim has 
always been to you that they have no right to set a freight rate on trucks on 
Canadian National ferries operated by the Canadian National. 


Hon. Mr. Cuevrizer: Freight rates are governed by the Railway Act. They 
are set up under the Railway Act, and the Board of Transport Commissioners 
have already exercised jurisdiction. 


Mr. McLure: And that notwithstanding the fact that their legal agi s 
down there, Mr. Dysart, stated when he was giving evidence that they did not 
have jurisdiction. 

Hon. Mr. Cuevrier: Well, I am not going to enter into a discussion of the 
legal aspect. All I can tell you is the position which my officers advise me is 
the correct one; namely as government-owned vessels they have been entrusted 
for operation to the Canadian National Railways and the Board of Transport 
Commissioners maintain that they have doubt whether they have jurisdiction 
in the matter of fixing rates but notwithstanding that doubt they have fixed 
them. That is the position. 

Mr. McLure: When we had automobiles first; you see, up to 1919 auto- 
mobiles were prohibited in our province by law; but after that when automobiles 
got running across on the ferry there was a rate set to take them over and that 
rate was set by the government at $7 for a return trip for automobiles. 


Hon. Mr. Cuevrier: You are now referring to the Wood-Cariboo ferry? 

Mr. McLure: No, no; to Borden-Tormentine. After 1922— 

Hon. Mr. Cuevreter: I am aware of that. 

Mr. McLure: We took objection to that rate which the government had 
set in 1922 and in 1931 we appealed to the Minister of Transport—he was then 


the Minister of Railways and Canals—and he had it reduced to $3. That was 
not done by any Board of Transport Commissioners. 

Hon. Mr. Cuervrier: That is a different thing. You are referring now to 
the rate on trucks? 
Mr. McLure: Yes. 
Hon. Mr. Cuevrier: Let us get back to this question of freight rates. 
Mr. McLure: That is what I am leading up to. 
Hon. Mr. Cuervrinr: Those are two different things. 
Mr. McLure: No, the same thing. Now, with respect to the load on the 
truck, trailer or whatever it was—to-day on the Wood-Cariboo ferry there is 
no account taken of the load, only of the truck itself. They charge for the 
truck. If there is a 5-ton load on it of first-class freight they do not make any 


charge for the load. On what au BOnEY are you people making a charge on the 
other ferry at Borden? 
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Hon. Mr. Curvrier: You know why that is, of course; that is because there 
is a subsidy of $100,000 paid there by the government. 

Mr. McLure: I know, we are paying the Canadian National this year a 
subsidy of $880,000, isn’t it? 
Hon. Mr. Cuevrier: I put it the other way, that the government is paying 


a subsidy of $880,000 to the Canadian National Railways for their deficit in 


the operation of the car ferry, so that one outweighs the other. In other words, 
it might be said that we have subsidized the Wood-Cariboo ferry to a position 
where its rates for a truck are lower than those on the car ferry. 

Mr. McLure: Undoubtedly the same thing must occur on both ferries. You 
are subsidizing both in the same way but in the case of the one you call it a 
deficit and in the case of the other you use the term subsidy. While the terms 
are different, there is no difference in fact; but why should our people be 
penalized for carrying freight over the Borden-Tormentine ferry? 


Hon. Mr. Cuervrier: Well, now— 
Mr. McLure: Pardon me, I don’t want to argue this. 
Hon. Mr. Curverer: You are referring to freight again? 


~ Mr. McLure: Well, it is the samie thing whether it is freight or— 


Hon. Mr. Cuervrtier: If you are referring to freight I would say it is a matter 
for the Board of Transport Commissioners. 


Mr. McLure: Well, they had not been taking any part in it up until about 
six months ago. Someone must have set the freight rates prior to that time. 
If it was the Canadian National Railways then I think they had no right to 
put on these exhorbitant freight rates. 


Hon. Mr. Cuevrier: I presume the freight rates they put into effect were 
approved of, were filed as tariffs with the Board of Transport Commissioners. 


Mr. Vaucuan: I think the ferry is different. The ferry is operated as a 
part of the railway, it is really part of the railway because it bridges the journey 
between the island and the mainland. All this leads up, I suppose, that you want 
reduced rates on your trucks and other things on the ferry. 


Mr. McLure: They are tremendous to-day. 


Mr. Vaucuan: I would say in connection with that that is a matter which 
is receiving very careful consideration from the railway officers at the present 
time and I think perhaps before long we may be able to say something to you 
on it. Perhaps we cannot satisfy you entirely but we hope we will be able to 
give you something which will please you. 


Mr. McLure: Well, as a matter of fact, from statements which Mr. Vaughan 
made himself we were afraid to look to him for any relief because, when 
asked the question in one of these committees, was the freight rate too high, 
he replied that he did not consider them too high and he thought that the people 
of Prince Edward Island ought to be well-satisfied that they were allowed to 
bring a truck over at all because it was in direct competition with the railway. 


Mr. VaucHan: I would say that I recall having said that, but at the same 
time we are giving this matter very serious consideration. 


Mr. McLure: If it will make it any easier for you, I will make this state- 
ment; that in 1926 on a similar occasion the then president of the railways, 
the late Sir Henry Thornton, made a similar statement, and he said that the 
Canadian National Railways were not interested in the terms of Confederation 
regarding the operation of the ferry, they were only interested in the Canadian 
National Railways. However, after that he became one of our very best friends 
and gave us a very fine hotel down there. 


Hon. Mr. Cuevrrer: The railway is still your friend. 
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Mr. McLure: I am reminding you of this; what you said was detrimental s 
to us down there, and I hope that now you have studied this problem we will have | 


a real rate. Of course, if we got justice as a province we should not pay any 
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freight for coming over on that ferry to any government. I do not say that the 


Canadian National Railways should carry it free, but let the consolidated 
revenue fund of Canada pay it as they agreed to pay it. 

Hon. Mr. Cusveter: Now, Colonel McLure, I don’t want to interrupt you, 
and I do not want to delay proceedings, but I wish some day you would show me 
the authority for that because I am extremely interested in knowing under what 
authority you make such a statement. . 

Mr. McLure: What statement? 

Hon. Mr. Cuevrier: The statement that it was understood at Confedera- 
tion that you were to have free movement on that car ferry. : 

Mr. McLure: Sure. 

Hon. Mr. Cueveter: I wish you would show me that in the statute. I 
have asked to have it shown to me on more than one occasion. 

Mr. McLwure: I think I put in on record three times since 1945. 

Hon. Mr. Cuevrter: In discussing the estimates you have made statements? 

Mr. McLure: Yes, and I refer to the man who started it up. 

Hon. Mr. Cuervrier: Who was that? 


Mr. McLure: I refer to the Hon. Mr. Dunning. That was his idea; when 


inaugurating the ferry service at Wood-Cariboo, he stated that freight must be 

carried free because it is in the bond of agreement. Those were his words. 
Hon. Mr. Cuervrtier: I would like to see that bond of agreement. When I 

was down in Prince Edward Island I was told exactly whdt you say and I 


believe that is the feeling they have down there; but I would like to see the 


agreement in the statute or in the imperial order in council. If you have it I 
wish you would show it to me. 

Mr. McLure: I think I have it and can give it to you because we base 
our argument on that. 

Hon. Mr. Cuevrier: I am not arguing with you that the rates are not 
high. I am simply asking for the authority. 

Mr. McLure: Yes, they are prohibitive. I will get you the authority. I 
thought we had settled that point. 

Mr. VaucHan: I would suggest, Colonel McLure, if I may, that you leave 
that with us another week or two until we can see what can be done. 


Mr. Mcluren: As I said before, you are facing this charge laid against you 
for not taking any interest in what we are doing on the Island. 

Mr. VauGHAN: We are all greatly interested in the Island, I can tell you 
that. : 7 

Hon. Mr. Cuervrrer: And we are going to give you a nice, new ferry down 
there. | 


Mr. McLure: Yes. 


Mr. Maypanx: I hope you will not use that as an argument for charging 
an additional 30 per cent on their freight rates down there. & 


Mr. McLure: Speaking about this new ferry down there, I think the 
Canadian National Railways should be very kind with reference to freight rates 
because we are handing over to them a fine, new boat, a boat and docks which 
they do not maintain. They do not even charter them, and they do not own 
them. It is a wonderful proposition if it is turned over to them. We will look 
-forward, Mr. Vaughan, to proper consideration with respect to freight charges. 
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Mr. VaucHan: We are giving it our consideration now, Mr. McLure. I 


was just going to point out that there is no revenue from that ferry which comes 


to the Canadian National Railways, and the expenses are taken out of our 


accounts, the operating expenses do not come out of our funds at all. 


Mr. Hartrirevp: What account does it come out of? 

Hon. Mr. Cuerverer: We all have a soft spot in our hearts for the Island. 

Mr. VauGHan: The loss is naturally offset by the subsidies; that is to say 
the dominion government reimburses us for any loss there may be on the opera- 
tion of the ferry. . 

Mr. McLwure: You would have to have the revenue freight last year. Now, 
there were 177,000 passengers passed over that ferry. 

Mr. VauGgHan: That accrued to the ferry and the expenses are charged to 
the ferry, but, in the final analysis the government pays the loss, whatever it 
may be. 

«Mr. McLure: You pay out, first, the charges for repairs on the ferry and 
then charge it back? 

Mr. Hartrretp: Does not the ferry come into your operating revenue? 
Mr. VaucHAN: It comes in and out. 

Mr. Jackman: You are just the agent for the government. 

Mr. Nicuotson: In connection with the removal of snow, ice and sand, an’ 
amount of $3,000,000. Have you the comparable figure for 1947? 

Mr. Watton: I have some figures here which may be of interest to you. 
For the three months, January, February and March of this year the expense 
for removing snow was $4,200,000 as against $2,336,000 in the same three months 
of last year. It is very close to double. 

Mr. Nicuouson: Is this the highest amount you have ever had for those 
three months? 

Mr. Wauton: Yes. 

Mr. Emmerson: It is a good thing the Maritimes did not add to it. 

Mr. Watton: Yes, it is. 

Mr. Nicuotson: If you did not keep your accounts separated how did you 
arrive at the amount the snow removal cost? 

Mr. Waxtron: It is kept under a definite account number. I think Mr. 
Cooper has a breakdown of that here. There is a note on page 13, about eight 
lines from the bottom. 

Mr. Nicuoitson: But how do you arrive at the amount of $4,000,000 for 


the first three months if you do not keep the accounts separated? 


Mr. Watton: The wages and other expenses which go into the removing 
of snow go into that account and those expenses are kept separately. 

Mr. Nicnoison: Do you charge rental for engines or equipment which you 
use in this operation? 

‘Mr. Wauron: No, the wages and supplies, the general cost of running the 
trains and the wages of the gangs which are shovelling snow, but not the rental 
of equipment. We do not charge that rental against ourselves. 

Mr. JacKMAN: It is just a direct charge? 

Mr. Watton: Just a direct charge. 

Mr. Jackman: In the item for dining and buffet car receipts, for 1946 it is 
shown as $3,104,000 as against $4,608,000 in 1945. Is that because of the 
disappearance of so much troop travel? 

Mr. Watton: Yes, that is the main reason. 
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Mr. JackMAN: Just looking down at the operating expenses for that same 


item, how much was that? You.lost money on your dining car and buffet 
service? 7 


Mr. Watton: Yes. 
Mr. JacKMAN: How much? 


Mr. Watton: On page 15, under miscellaneous, the first item, dining and 
buffet service, the expenses are ‘shown there. 


Mr. JackMAn: The expenses were $4,193,000 against an income of $3,104,000, 
so you lost $1,000,000 on that service? 


Mr. Wauton: Yes. 


Mr. Jackman: Was that because of the Wartime Prices and Trade Bird 
regulations or because the passengers would not stand for a higher rate? 


Mr. VauGHAN: We have always lost money in the operation of dining car 
service. One of the reasons for this large loss was that prices were controlled. 
Prices were controlled, and, of course, if you charge too much for dining car 
service the people will not use it. It is a service provided by the railways for 
which we are not fully compensated. 

Mr. Wauron: The experience in regard to a loss on that branch of the 
service is common to all railways. 


Mr. JACKMAN: Have you raised the prices recently? 

Mr. Watton: Yes, there has been a slight increase. 

Mr. JAckMAN: You have certainly cut down on the variety and. quality 
during the latter war years. 

Mr. Wauton: Would you say that is the case now? 

Mr. Jackman: I do not know that it is quite so bad now, but you could 
not get the good meals to which you were accustomed in the train service. 

Mr. Murcu: You could not get them anywhere. 


Mr. Nicwotson: I understood you to say you always lost money in the 
operation of the dining car service? 


Mr. Warton: Yes. 


Mr. Nicuoutson: Would that not also be the case in connection with chair 
cars, yet you are asking for’an increase in freight returns. You are asking the 
freight shippers to pay for the losses in these luxury services. 


Mr. Watton: The way to stop the loss would be to take the dining cars 
off these trains. Would that be a satisfactory move or would it not? We 
do not think it would. 


Hon. Mr. Curvrier: You would certainly have a great howl if you did that. 


Mr. Jackman: It is this extra tax which you pay when passing through 
Saskatchewan which bears so heavily on the passengers. 


Mr. NicHotson: That is not on now, you have not been travelling or you 
would know. Those who want to use the dining car service should be prepared 
to pay for that service. There is always a fuss about taking a million dollars out 
of the consolidated revenue fund. 

Mr. Vauenan: If you applied that rule all the way through, don’t you think 


the people shipping freight via Canadian National should give us enough to pay 
our expenses? 


Mr. NicHoutson: But not for the other eink of your service. I do not | 


think the freight shippers should be asked to pay for the losses on your luxury 
service. 
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Mr. VaucHan: The railway is running in the red because we are not getting 
an adequate payment for the services we are performing. 

Mr. Watton: In practice, what would happen if we took the dining cars off 
is the passengers would patronize those railways who had dining cars. 


Mr. Nicuonson: But, if you raised your charges by 10 per cent? 


Mr. Watton: No, 10 per cent would not do it. If we raised the charges 
enough to show a profit on this operation, nobody would buy meals in the dining 
car. The meals would have to go up by 30, 40 or 50 per cent. 

Mr. JackmMAN: Do you break even on your restaurant service? 


Mr. Watton: Yes, we break even on those. They are operated, all except 
the one in Montreal, by the Canada Railway News Service. 


. Mr. McCuttocu: You make very little on your elevators? 


Mr. Watton: Yes, there are only three elevators, one at Portland, one at 
Saint John and one at Tiffin. 


Mr. Hazpn: There is an item under maintenance of way and structures 
headed, ‘Injuries to persons,” and there is also an item under maintenance of 
equipment headed, “Injuries to persons, $927,000.” Now, “Injuries to Persons”, 
does that include injury to property as well? 

Mr. Cooprr: No. | 

Mr. Hazen: What does it include? Does it cover passengers or what? 


Mr. Cooprr: The item under maintenance of way and structures is one 
covering injuries to employees in the Maintenance of Way Department. The 
item under maintenance of equipment, again, is the mechanical and maintenance 
of equipment people. The injuries to the public you will find on page 15, the 
last item under the heading of “Transportation”, “Injuries to persons’. In 
this account there is the expense for injuries to passengers, but it would also 
include— 

Mr. Hazen: Does that include injury to property as well? 


Mr. Coorrr: No, sir, you have up above two or three casualty accounts. 
You have items for clearing wrecks, damage to property, damage to livestock 
on the right of way, and loss and damage to freight, then the item for injuries 
to persons. “Injuries to persons” is not solely injuries to the public, it also 
includes injuries to transportation employees. 

Mr. Hazen: Did you have many accidents on the road last year which 
resulted in injuries to persons? 


Mr. Cooper: I could not answer that. 


Mr. VauGcHan: We did not have many that resulted in injuries to passengers. 
We did have a few, but we did not have many very serious accidents. Of course, 
a casualty is always a serious matter, but we did not have what might be 
termed a very bad accident. 


Mr. Hazen: About what proportion of those injuries to persons and 
property were paid for after judgments were rendered by court? 


Mr. VaucHan: We could not give you that information offhand. Our claims 
representatives and legal departments endeavour to make settlements with people 
who are injured where the injury can be attributed to the Canadian National 
Railways’ negligence. We find it better to endeavour to make a settlement than 
to have the case go to court, that is, provided a reasonable settlement can be 
made. If we find a reasonable settlement cannot be made, the case goes to court. 


Mr. Hazen: Are the majority of cases settled before suit is commenced? 
Mr. Vaucuan: I would say yes. 
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Mr. Nicuoutson: In connection with roadway maintenance, the first item, 


I wonder if the president could tell us whether this expenditure has remained 
fairly constant during the war? Is the road in reasonably good shape? The 
second item, operating expenses, $8,000,000, did we spend approximately that 
amount each year during the war. 

Mr. Vaucuan: We spent, I think, a lower amount than that during the 
war because we could not get the men and materials to do the work we wanted 
to do. 

Mr. Nicuotson: Will that expenditure have to be increased over the 
next few years to bring the road back? 

Mr. Vaucuan: We are doing some additional work each year to catch up 
on the deferred maintenance as indicated in our accounts. This year we took 
$13,000,000 out of our reserves and did additional work on the roadway and 
on our equipment. 

Mr. McLure: I should like to ask one question with regard to rent. 
Does the Canadian National Railways, on their bridge over the Hillsborough 
river, receive the rent from the government- or is it paid into your account? 
I am speaking of the Hillsborough railway bridge from Charlottetown to South- 
port. 

Mr. VaucHan: We would have to look that up. I do not know just how that 
matter is handled. : 

Mr. McLure: Instead of it being a direct toll, the government of Prince 
Edward Island has paid the toll of some $12,000 annually and has now paid, 

with interest, something like $600,000 for the bridge. 

The Cuarrman: Any other questions. 

Mr. Bourcet: On item No. 4, bridges, trestles and culverts, does that item 
include the reconstruction of old bridges or culverts or is it for the maintenance 
of bridges and culverts? 

Mr. Watton: It is for the maintenance of existing bridges, trestles and 
culverts. "i 

Mr. Bouncer: Does that include the reconstruction of some that are 
completely out of order? 

Mr. Watton: In the case of reconstruction, a portion of the charge goes 
to maintenance and there may be also some capital charge. Generally speaking, 
‘t is for maintenance and upkeep. Just to amplify that last question you were 
asking, with respect to bridges, trestles and culverts. That is ordinary repair 
and upkeep as I said a moment ago. About ten lines further down you will find 
an item under road property—retirements, which in 1946 is put at $1,860,000. 
That takes care of the retirement of any structure of that nature which is 
taken out of commission and retired. — 

Mr. Lapointe: Could you find out whether there were any new bridges and 
trestles built during the year? 

Mr. Watton: Yes, there would be, in scattered locations in various parts 
of the country, probably quite a number of them. On page 18 about 8 lines from 
the top you notice bridges, trestles and culverts, an item of $541,000. | 

The Crarrman: Mr. Emmerson, I think you had a question. 

Mr. Watron: That item is a capital expense in connection with any job 
such as you speak of. 

Mr. LaPointe: Would it be very complicated to have a break-down of these 
figures as regards bridges and trestles? Is it possible to have it? 
Mr. Vaucuan: You mean with respect to new structures? 

Mr. Lapointe: Yes. 
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Mr. Coorzr: We could get it, but not to-day. 
Mr. Lapornte: Yes, I understand that. 
Mr. VaucHAN: We will file it. 


Mr. Emmerson: I would like to ask on the item “roadway machines”, 
does that refer to mechanical ditch-diggers and so on? 


Mr. Watton: Yes, various machines. 


Mr. JAcKMAN: Where do you have your dividing line between replace- 
ments of trestles, bridges and culverts, that is between operating expenses? 


- Would you charge to operating expenses only brand new bridges and trestles? 


Mr. Coorrer: No, if a unit is retired from service and replaced by a new 
one we write the old one off. If the work is a case of retiring part of a unit 
that is all maintenance. 


Mr. JackKMAN: If you replace a wooden bridge by .a steel bridge what 
would that be? 


Mr. Coorer: That would be a replacement. We would write the old 
bridge out by a charge to operating expenses and we would write the new 
bridge into capital. 


Mr. JAcKMAN: On these apeane expenses, bridges, trestles, ties, and rails, 
I presume the $13,000,000 you mentioned earlier, being deferred maintenance 
and the inventory reserve, that was spread over and some charged against 
inventory account and some to maintenance reserve? 


Mr. Cooper: The amounts taken from deferred maintenance and inventory 
reserves were credited to the accounts which had been charged in the first 


instance. 


Mr. JAcKkKMAN: It does not show in the operating expenses at all. 


Mr. Coorer: No. For instance under the heading of “ties” there is a credit 
in there equal to the amount which had been charged to that particular account 
when the reserve was established. With respect to the credits from deferred 
maintenance reserve, they were confined to the equipment account and you see 
the application of credit is the last item in the first group of accounts on page 14. 

Mr. JACKMAN: Your expenses were $6,000,000, a credit there. 


Mr. Cooper: We applied the $6,000,000 credit to reduce our total expenses 
for maintenance of equipment. 


Mr. Jackman: So that your equipment maintenance in the year 1946 is 
really a credit item? You brought the figures in italics in there? 


Mr. Cooper: Yes, we spent $79,000,000 against which we applied a credit 


_ of $6,000,000 making a net of $73,000,000. With respect to the inventory credit 


that went to the same accounts which had been charged when the reserve was 


~ established. 


Mr. JAcKMAN: So that the amount spent on ties in that year, I will put it 
that way, was greater than $6,000,000. 


Mr. Cooper: Yes. Our purpose was, Mr. Jackman, while in one year there 
was a credit to reserve and in the next year there was a debit to reserve, over a 
period, the accounts for each classification would be the same as if we never 
had any reserve. The accumulation figure would truly represent nc total cost 
for the period for that particular class of expenditure. 


Mr. JAckmMAN: And we have deferred maintenance amounting to how much 
to write off yet? 
Mr. Cooprer: $33,000,000. 
_The CuatrMANn: Gentlemen, we are asking questions on page 14. 
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Mr. McLure: There is one question I would like to ask on page 13 with 
reference to insurance, operating expenses of $28,000. What does that mean? — 


“Tnsurance?”’ 


Hon. Mr. Cueveter: That is the seventh item from the bottom. : 
Mr. Coorer: That would be property which is insured with outside under- 


writers. It represents premiums we pay to outside underwriters with respect — 


to certain property insured with them. Ordinarily all our property is insured 
in our own insurance fund but in certain specific instances we prefer to carry 
the risk outside. ; 2 

Mr. McLure: Take the new ferry boat, will she be insured by the Canadian 
National? 


“Mr. Coorgr: I would not think she would be insured at all. 


it has not been considered a very hazardous trip. However, when the boats go 
for overhaul they are usually insured. 

Mr. McLure: They are insured then. 

Mr. VAUGHAN: Yes. 

Mr. McLure: When the Charlottetown went around for an overhaul she 
was lost. 

Mr. VAuGHAN: Yes. 

Mr. McLure: Was she insured by the government or the Canadian National 
railways? 

Mr. VaucHan: She was insured by the Canadian National railways, the 
expense of which was charged to the government. We put $1,000,000 insurance 
on that boat just the day before she started on the Journey and the underwriters 
paid that in full. 

Mr. McLure: You paid the premium on that $47,000 or $49,000? 

Mr. VaucHan: I do not recall what the amount was. - 

Mr. Emmerson: It was good business. 

Mr. Watson: She was actually held a few hours until confirmation of that 
much insurance was received. 

Mr. McLure: Yes, I know. 

Mr. Harrtetp: Who saved the money? 

Mr. Wauton: The government. 

The CuarrMan: Is that all we have to ask on page 14? 

Mr. Emmerson: Under maintenance of equipment, steam locomotive repairs, 
other locomotive repairs, freight train car repairs, I would like to get a statement 
if I could from the railway, over the last five years, of manufactured locomotive 
miles and the mileage consumed for the system in the various regions. 

Mr. Watton: I think we can get that. 

Mr. Enmerson: And in the car repairs the same return for the system 


Mr. Vaucuan: It has not been customary to insure those ferry boats because — 


over the last five years. The average work unit per hundred man hours, and — 


the average wages per work unit for the system. 

Mr. Vaucuan: Have we got that set up that way Mr. Walton? 

Mr. Watton: We can get that, sir. On the locomotives we have figures, I 
am quite sure on the basis of the manufactured miles, the miles run. On the 
car situation the figures will probably be in this shape. They wil be by regions, 
and the number of cars repaired and the number of miles run. They are not 
quite as comparable as in the case of the locomotives. I will see when I come 
to the figures. 
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_ Mr. Emmerson: It was not so» much cost, as unit cost in the shops, for 
various reasons. 

Mr. Watton: I think we can give you that. I gave you some figures last 
year that were practically along the lines you are now asking. 

Mr. Hartrretp: What is the difference in this “deferred maintenance— 
equipment”, between the $6,000,000 for 1946 and the $2,500,000 for 1945, what 
does that consist of? 

Mr. Cooper: In 1945 we charged our expenses with $2,500,000 with respect 
to work which was deferred. In 1946 we drew on our reserve to the extent of 
$6,000,000 and credited it back to the account to which it had been charged. 
There is a charge to expenses in 1945 and a credit to expenses in 1946. 

Mr. Nicuotson: The item on fuel, I notice, has been reduced from 
$35,000,000 in 1945 to $32,000,000 in 1946. With fuel costs rising generally, 
what is the explanation of this item ‘being smaller? | 

Mr. VaucHAN: We have used less fuel for one thing. 

Mr. Rew: You used more water, and that is an increase. 

The Cuairman: Are there any more question on page 14? 

Mr. Rew: May I ask does the railway pay for injuries to passengers? 
I thought they were all insured. 

Mr. Vaucuan: Let Mr. Walton answer Mr. Nicholson’s question. 

Mr. Cooprpr: With respect to fuel expenses and the amounts in 1946 as 
compared with 1945, there was an increase due to price of $679,000 and there 
was a decrease due to quantity of $1,423,000. There was also a write-back 
from inventory reserve of $3,100,000. 

The CHatrmMan: Now, Mr. Reid. 

Mr. Rew: My question was with regard to injury. I thought all insurable 
persons, travellers and so om, were insured but I see an item there of $527,000. 

Mr. Vaucuan: The answers is we do not insure them, we assume that risk 
ourselves. 

Mr. Rep: You do? 

Mr. VAuGHAN: Yes. 

Mr. Rew: That is the amount paid out? 

Mr. VauGHAN: Yes, that is the amount paid out. 

Mr. JacKMAN: In connection with damages, in a train wreck where a person 
loses his life and negligence on the part of the railway is proved, what are the 
damages anyway? Do they run to high figures? Are they much higher in the 
United States than in Canada, on account of the judgments? 

Mr. VaucHan: Mr. MacMillan, our chief counsel is here and very likely he 
could make some remarks on that. . 

Mr. MacMiiian: Well sir, there is really no yardstick on the question of 
the quantum of damages. It varies very materially with the individual con- 
cerned and again with the locality in which the cause of action is brought, or 
the locality in which the parties are injured. The damages generally are very 
much higher in the United States than in Canada. 

Mr. JAcKMAN: If a person has an earning power of $5,000 a year about 
how much would he get if he was killed? 

Hon. Mr. Cuevrier: If there was any contributory negligence, that would 
enter into it. | 


Mr. MacMiutan: Yes. 


Hon. Mr. Cuevrier: There are so many factors that enter into it. 
88477—3 
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Mr. MacMiuian: Yes, his age, his dependents, his earning power and the 
location in which he is killed affect the amount. For example, in some Juris- 
dictions there is no right to recover funeral expenses while there is in other — 
places. In the province of Quebec judgments for fatal injuries to young people 
of no earning power are very very small. In the maritimes they have the same 
rule we have elsewhere in Canada. Some jurisdictions take cognizance of loss 
of expectation of life and various other principles. There is no general rule that 
can be followed. 

Mr. Jackman: Are the judgments in the United States about double what 
they would be in Canada? - 

Mr. MacMinian: Oh yes, all of that, and they vary by locality. Judg- 
ments in the New England states are higher than they are in Canada but not 
materially so. Claims on the Grand Trunk Western in Chicago are very heavy. 
Certain claims that are brought in New York City are very heavy. 

Mr. JAcKMAN: In connection with this T.C.A. accident, if 1t proves as 
unfortunate as it appears to be, there will be very heavy claims? 

Mr. MacMiuuan: There possibly will be. 

Mr. Jackman: All common carriers have to assume that liability? You 
cannot contract yourself out of it? 

Mr. MacMirtian: You can if certain very rigid rules are followed. T.C.A. 
in its contract of carriage does not attempt to contract itself out of common law 
lability. 

Mr. JaAcKMAN: A man who is an importer of fruit was telling me that if 
the strike on the American railways last fall had been prolonged a few days a 
creat many cars of fruit in transit would have been completely destroyed. Does 
the railway have any liability in that connection? 

Mr. MacMirran: Our lability in Canada differs -somewhat from the 
liability in the United States on the contents of a car. Generally speaking the 
rule is the carrier is under obligation to minimize the loss as much as possible. 
If they are moving a carload of perishable fruit, vegetables, fish or anything of 
that kind it is normally sold as soon as the point has been reached at which it 
is evident delivery is not going to be possible before the date on which the goods 
will perish. | 

Mr. JAcKMAN: In connection with a strike where it might be impossible to 
get help to unload the car, your own men being on strike, would the railway be 
liable in that case? 


Mr. MacMiuuan: Railway people on strike? 
Mr. JacKkMAN: Yes. 
Mr. MacMituan: Or the consignees? 


Mr. JackKMAN: Railway people on strike. Does the railway contract itself 
out of that hability? : 


Mr. MacMuitan: I would rather hesitate to answer that on a general basis 
again. The bill of lading is quite different in so far as strike ‘provisions are 
eoncerned in American carriage and our own. Generally the situation is that 
the railway must assume responsibility for those things which are in its control, 
and if a difficulty were to arise by virtue of a condition over which it did have 
a degree of control then I would think the railway would probably be respon- 
sible, but we do not encounter that problem frequently because the movement 
of perishable goods is very closely watched. When strikes appear imminent 
every effort is expended to get the goods to the destination or get a market 
where they can be disposed of without any loss. In the last’ American lines 
strike I do not think we had a carload of perishable goods that suffered loss at 
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all. We knew exactly where they were at the time the strike was going to hit, 


and they were taken into terminals where they could be either refrigerated or 


disposed of. We watched that for 86 or 48 hours prior to the deadline, and 
moved it that way. As I recall there were a few carloads that we had to take 
into St. Albans and refrigerate in the plants there. I do not think we had any 
claims on it. | 

Mr. JacKMAN: Generally speaking the railway does not contract itself 
out of lability on account of strikes? : 

Mr. MacMituan: No, we cannot. As you well know we do not determine 
these contracts. We carry the freight and the contract is given us by the Inter- 
state Commerce Commission in the United States or the Board of Railway 
Commissioners in Canada. 

Mr. JACKMAN: They allow you to contract yourself out? 

Mr. MacMinuan: Only in very isolated instances. 

Mr. NicHoutson: In connection with the question of injury to persons I 
was in correspondence with the mother of an engineer who was killed in a 
railway accident. I understand that compensation is being paid to her by the 
Workmen’s Compensation Board of Manitoba. Is that the customary practice? 

Mr. MacMiutiuan: He was an employee. 

Hon. Mr. Cuevrier: That is a different question to the one asked by Mr. 
Jackman. One is an action arising out of liability by the railway company, 
and the one you speak of 1s compensation. 

Mr. NicHoitson: Injuries to a person. 

Mr. MacMiuran: All our employees are subject to workmen’s compensa- 
tion acts, and those statutes are provincial. They destroy the common law right 
of the deceased’s estate to sue the employer, but give a right to compensation 
under legislation. That situation is general throughout Canada. In the case 
you have mentioned it would be the Workmen’s Compensation Board that would 
determine firstly the validity of the claim of this man’s mother, and secondly 
the amount of compensation to which she becomes entitled. 

Hon. Mr. CHrvrinr: Fixed by the law of Manitoba. 

Mr. Hazen: Where did most of these injuries to persons occur, on the 
trains as a result of accidents, in stations or on roads? It is a large amount of 
money, $2,168,000. 

Mr. MacMituan: That would be the last item? 

Mr. Hazpn: The last item on page 15. 


Mr. MacMiiuan: I am not personally familiar with the break-down of that 
account, but I should think in that item would be included injuries to passengers, 
which actually are not very large, probably injuries to persons at grade crossings 
and perhaps injuries to train employees. 

Mr. Hazen: Does it include train employees? 

Mr. Watton: Yes. In fact, that would be a very large proportion of the 
item. | 
Mr. Hazen: Are all these claims based on negligence on the part of the 
railway? ; 

Mr. MacMitian: Employees’ claims are not determined by negligence at 
all. The right to compensation under the compensation Acts arises by virtue of 
the employment. 

Mr. Hazen: Under the compensation Acts do you contribute every year 
to the Workmen’s Compensation Boards of the different provinces? 

Mr. MacMinuan: Yes, sir. 
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Mr. Hazen: Would that be included in this item? 


Mr. MacMiuian: I would think it would be. Perhaps Mr. Cooper can, 


tell you. | 

Mr. Hazen: I should like to know. 

Hon. Mr. Cuevrier: The contribution would not be included but the amount 
of compensation fixed by the province would be included. 

Mr. Hazen: The compensation fixed by the province is paid by the board, 
not by you? 

Mr. MacMiutuan: The railways are generally in what is the second part 
of a compensation Act, the class of sel{f-insurers, anid the mechanics of that part 
of the Act are different. We do not pay an assessment on the payroll but rather 
when an accident occurs and the board has determined the capital value of the 
pension or payment then we are called upon to recoup the previously made 
deposit to the extent of that specific case. 

Mr. Hazen: Can you give us any break-down between injuries to employees 
and injuries to other persons represented by this amount of $2,168,000 you 
paid out, part of it being to employees and part to the public? Would you 
have any figures? | : 

Mr. Coorzr: We can get that. It would take a little breaking down. 

Mr. Hazen: I do not want to be too much bother. What I have in mind 
is whether every effort is made on the part of the railway to prevent these claims 
for negligence arising? 

Mr. VaveHan: We conduct campaigns constantly in respect to that. 

Mr. Hazen: Are they having any results? How do the figures compare 
taking one year with another as to the amounts you have to pay for injuries to 
the public? Is there any noticeable decrease in the last few years? 

Mr. MacMituan: If I may say a word on that, the number of accidents 
bears a relatively chose relationship to the total traffic, and to the extent our 
passenger movements and the number of trains operating have increased in 
recent years the number of claims has gone up. Also in recent years the public 
has become much more claims conscious. The amount that we have been called 
upon to pay in respect of individual accidents has increased. That is particularly 
so in any claims that originate in the United States, or Canadian claims which 
are sued in the United States. 


Mr. Hazen: Is the public any more claims conscious in one part of Canada 
than another? ; 


— Mr. MacMiian: I think they are. 
Mr. Hazen: In which parts are they most claims conscious? 


Mr. MacMitian: I would say it is a definite fact that on the prairies the 
claims are not as large as they are elsewhere in Canada. 


Mr. Murcu: They are accustomed to doing without. 


Mr. Watton: One thing should be mentioned in connection with these 
figures. As the wage scale rises payments from this source will increase com- 
parably, of course, because the larger part of these injuries is to employees, not 
to passengers. The higher the wages go the more money. 


Mr. Nicuouson: The total amount for injuries to persons under maintenance 
of way, maintenance of equipment and transportation comes to $3,413,000. That 
appears to be a very large amount. What are the prospects of carrying on a 
more effective educational program in coming years with a view to reducing it? 
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Mr. VaugHan: We have a safety department. We are constantly carrying 
on campaigns with meetings amongst our various employees impressing upon 
them the importance of carrying on their duties with regard to safety. 

Mr. Nicuotson: Have you had any films produced? 

Mr. Wauron: Yes, we have been using films. 

Mr. Vauauan: We have had films produced. We are constantly after that. 
It is something that has given us much concern because we realize the expense 
is considerable. Sometimes we think very unfair verdicts are given, particularly 
in the United States. Their verdicts over there are tremendous for comparatively 
slight injuries. We have contested a great many of them. If a man lost his leg 
what would he get over there? 

Mr. MacMiruan: Probably about $30,000. 

Mr. VaucHan: We get many verdicts of that kind over there. 

Mr. McLure: Was it not the proud boast of the Canadian National Railways 
that during the years 1939 to 1945 they carried a very large number of people, 
soldiers and so on, with a minimum of injuries, the lowest that had ever been 
known to the road? 

Mr. Vaucuan: Are you referring to the Canadian National Railways? 

Mr. McLvre: Yes. 

Mr. VaucHan: We did carry a very large number of passengers, and our 
accidents were very few. That is injuries to passengers. 

Mr. McLure: That is what I mean. 

Mr. VaucHuaAN: But unfortunately almost every day we are having some of 
our employees injured or killed in a yard here or there in switching operations. 

Mr. Rew: What is meant by colonization agriculture and natural resources? 
I see that has increased. Is that always under one department? .What is meant 
by agriculture there? What do you do there by way of work and what expenses 
do you have, and the same thing as to natural resources? 

Mr. VaucHAN: We have a department under Mr. McGowan who handles 
agriculture, immigration and colonization. It is quite a large department. They 
have much to do with assisting farmers and co-operating with agriculture depart- 
ments of provincial governments. It is an important department, a very busy 
department. 

Mr. Hazen: Can you tell us what your losses are of freight due to theft? 

Mr. Warton: I do not know whether we have the figures with us. A break- 
down is available of that part of the loss which was due to theft. Unfortunately, 
they have been higher in recent years. We maintain a police foree and do our 
best to prevent these losses, but relatively they have been high in the last two 
or three years; may I add that that is particularly true with respect to the theft 
of tobacco and cigarettes. 

The CuatrmMan: Mr. Hatfield, I think you had a question? 

Mr. Harrretp: Yes, I had a question I wanted to ask about the disciplinary 
action taken with respect to employees who fail to observe the rules; for instance, 
let us say with respect to the meeting of trains. What punishment apples? 

Mr. Watron: There is a system of discipline by which for a very serious 
offence a man is dismissed; and for something less he may be graded down or 
suspended. 

Mr. Harrietp: I have a case here where an engineer passed a meeting point, 
this was in February, the 27th of February, 1947; he had had two other accidents 
in the Quebec region, one at Matane; and they resulted in two deaths and some 
injuries, but he only received forty-five days suspension. What was the cause 
of that? 
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Mr. Watton: I do not know that particular case but I would be glad to 
look into it for you. 

Mr. Harrrevp: I would like to have a report on that. 

Mr. Watton: What did you say the date of the accident was? 

Mr. Hatrigip: February 27, 1947. 

Mr. NicHouson: What is the general policy in cases of that sort? That was 
the third offence and it seems to me that forty-five days out of the service would 
not be anything like an adequate penalty. 

Mr. Watton: I will look the papers up and see what the story 1s. 

The CHairMAN: Is page 17 carried? 

Agreed. 


Can we go down now to page 18, ‘‘Property Investment Account’’? 


PROPERTY INVESTMENT ACCOUNT 
Expenditures Year 1946 
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Mr. JAcKMAN: Do you want to go on to one o’clock, Mr. Chairman? 

The CuarrMan: We started a little early. It is up to the committee. I 
would like to get in as much time as we can. We have been here approximately 
two hours. 

Hon. Mr. Cuevrter: We have been two days on this. 

Mr. JACKMAN: Do you want to sit to 1.30 and call it a day? 

The CuairMan: I think the committee would rather shut off at a reasonable 
time and come back at four o’clock, if that is agreeable. No one wants to sit 
too long at a stretch. Do you want to go until half-past twelve? What is the 
feeling of the committee? We have been here since ten. 

Mr. McLure: Let’s sit till 12.30. 

Mr. JACKMAN: Yes. 

The CHairman: We will go on until 12.30 and if agreable we will try to 
come back at four o’clock. 

Mr. Lapointe: Is there any new construction in that? 

Mr. Cooper: That is all new construction. 

Mr. Lapornte: Would that be the proper item under which to discuss 
stations? 

Mr. Cooper: New stations? 

Mr. Lapointe: Or should we wait until the budget is before us to bring up 
matters of that kind? 

Mr. Vauauan: I think it would be well to get it out of your system now. 
Mr. Lapointe: Mr. Nicholson yesterday brought up the question of stations 


-and there is a similar condition which exists at some points in my section of the 


country. I would like to refer particularly to one station at a place called 
Laurier where I myself experienced what Mr. Nicholson was speaking about 
yesterday, having to wait outside in sub-zero weather because the station was 
filled with perishables, there was no other place to put them. That has been 
going on all during the war years. Traffic at that point is heavy and I think 
you will find the revenue from that station has increased considerably because 
it serves seven or eight of the larger municipalities and communities, but the 
facilities are definitely not adequate. Many representations have been made 
about that situation. I made them myself. I did not get any action on it 
last year because I was told it would have to be considered in the budget for 
the coming year. I was told the same thing again this vear. I suggest that 
two years is sufficient time in which to give consideration to a matter of that 
kind and something should be done about it, by enlarging facilities, and possibly 
putting up another building, freight sheds for all commodities that go through 
there. The thing has not been cleared up by any manner of means. I would be 
very much surprised if the health department would approve of a good many 
of the commodities stored in a waiting-room in the condition in which that one 
is. And I want to point out that that is not due to the service given by the 
agent who is doing his best to cope with the situation. I recall that when I asked 
him last year that he only received an allowance of $4.50, a budget of $4.50 a 
week out of which to hire somebody to keep the place clean and he could not find 
anyone to do it for that amount and he could not do it himself because he was 
so busy with other work. _ 

Mr. VaucHan: I will certainly look into that. I have a recollection of 
seeing something for the Laurier station. We will look at the budget and see 
whether there is anything in there. I would like to again draw attention of 
members of the committee to the fact that it is still very difficult to get materials. 
I know that has been a stock excuse. 
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Mr. Lapointe: If you want me to, I can direct you to people who will be 
elad to furnish you with any supplies necessary for building purposes. 

Mr. VaucHaN: There never was a time, even during the war when lumber 
or steel were so difficult to get as they are to-day. But I have a recollection of 
something about the Laurier station. We will look it up and if it is not in 
our budget we will look over the situation again. 

Mr. NicHouson: I would like to draw your attention to this, we had a 
report last year of losses amounting to $2,000,000, and I think it can be argued 
that where you have so much perishable freight stored in waiting rooms, and 
where it all has to be handled by one agent or station master who has also to 
look after his wires and everything else, it is almost impossible for him to 
keep his eyes on all of it. From the business point of view it would seem to me 
to be desirable to have heated storage facilities in these larger centres so that 1t 
would not be necessary to fill the waiting rooms with perishable freight. 

Mr. VaucHan: Sometimes they do that as a matter of convenience, because 
it ig warmer and easier to handle inside than outside in a shed which is not 
heated. 

Mr. NicHouson: That is true, and there is also the point I raised yesterday, 
that there is no other place in which to put it except the waiting-room. 

Mr. VauaHan: We took a note of that place you mentioned yesterday. 

Mr. Hazen: Does this item include that new line you are constructing to 
Barraute? 3 

Mr. Coorrr: Yes. 

Mr. Emmerson: While you are on that subject of buildings, there are a 
number of stations on the main line in the Atlantic region where they have proper 
or sufficient equipment but these stations are locked up at various points where 
night trains are operated. In the summer that is not so bad but during the 
cold weather it is different, people have to come in there and wait for trains 
and there is no shelter for them of any kind. The shelter is there, but the doors 
are locked. It used to be the practice that these stations were left open for the 
convenience of people waiting for trains; now they are closed. - 

Mr. Vaucuan: In cases where a train is scheduled to stop at the station or 
stop on flag the station is usually left open for the convenience of anyone who 
may come down to meet a passenger arriving, or anyone wishing to take the train. 
_ Mr. Wauron: Is there any particular locality which you have in mind, or 
is the situation fairly general? 

_ Mr. Emmerson: I would not like to say it is general, but on the Moncton 
division I had in mind one point, Dorchester, where that applies. The operator 
or station master lives some distance from the station and both waiting-rooms 
are locked at night. ) 

Mr. Watton: We will take that up, particularly with regard to Dorchester 
but 1t may apply to other points. ; : 

Mr. Emmerson: I cannot say definitely. 

Mr. Watton: The intention is to have the waiting room available. 

Mr. Vaucuan: We have to watch the hours of the staff carefully because 
the matter of overtime is involved. That is very expensive to the railway. 

Mr. Emmerson: That is true, you do not want to run an extra trick to give 
the service. It used to be that station waiting rooms were left open. 

Mr. Watton: There is some objection to leaving waiting rooms open if no 
one is in attendance. You get loiterers, and sometimes it is not very desirable. 

Mr. Emmerson: In many cases one has to wait an hour or two hours, and - 
the waiting room should be open. 
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Mr. Vavueean: We will check that up, Mr. Emmerson. 

The Cuatrman: Any other questions on page 18? 

Mr. Lapornte: Coming back to the question of repairs, I do not know 
whether I am in order or not and if I am not you can tell me, I am given to 
understand that the district superintendents have a budget of which they can 
dispose. In other words, they have the authority to do certain maintenance work 
or repairs to stations up to a certain amount, say $500, and after that, the matter 
has to be decided by a higher authority in the company. Is that the case? 


y; wa . . . 
Mr. Wauron: Yes, that is substantially the case. The smaller jobs are left 
to the local men to look after. When it comes to the larger expenditures there 
has to be the necessary supervision and consideration of the territory as a whole. 


Mr. Lapornts: In other words, the district superintendent is the man upon 
whom you should put the pressure to get the small repairs done? 


Mr. Warton: Yes, but, on the other hand, we do limit his expenditure. 


Mr. Vaucuan: Expenditures on our railway are budgeted very carefully and 
I should like to impress upon this committee the fact that we do not waste any 
money if we know it. 

Mr. McLure: With respect to the item for shops, houses and machinery, 
that is not for new equipment, is it? It is just an inventory cf your total invest- 
ment in that, is it not? 

Mr. Warton: That is the capital expenditure for the year 1946 on all the 
various shops, engine houses and machinery installed in those shops and round 
houses. 

Mr. McLuvre: Is it still your policy to centralize all repairs, for instance, 
in such places as Moncton and Montreal? -The reason I bring that point up 1s 
that we had an engine house and shops in Charlottetown. At one time these 
shops employed some 300 men. To-day the number of employees is reduced 
to about 65 or 70. Apparently, there is work which could be done cheaper neght 
in Charlottetown than by having it done in Moncton. For example, take the 
fixing of car wheels, I do not know just what term you use for it, I think it is 
‘the grinding of them. These wheels are loaded on cars and shipped to Moncton. 
Then, they go through the process there and have to be returned to Charlotte- 
town. This takes a long time. The machinery to do that work and the men 
are right in Charlottetown and it could be done in one-tenth of the time it takes 
and perhaps for one-tenth of the expense. 


Mr. Waxron: The work on Prince Edward Island will be rather self- 
contained in regard to locomotives when these new diesels are placed there. 
Apart from that, we favour the plan of centralization for general repairs Just 
as much as we can. When all factors are considered, it is the economical way to 
handle general repairs. As a matter of fact, we still have several more general 
repair shop points than our competitors have. They have narrowed it right 
down to three shops, Montreal, Winnipeg and Calgary. We still have locomotive 
shops at Moncton, Riviere du Loup, Montreal, Stratford, Transcona, Winnipeg, 
Edmonton and Port Mann. The car repair points for the heavy work are 
Moncton, Pointe St. Charles, London, Transcona, Winnipeg and Leaside, 
Toronto. In other words, we are not nearly as centralized as our competitors 
and we think it is rather unfortunate that is the case because centralization is 
the economical way to handle these standardized, heavy repairs. 


Mr. Jackman: Who owns that locomotive round house out at the junction 
in Toronto, near the packing plants? 


Mr. Watton: At John Street? 
Mr. Vaucuan: That is the Canadian Pacific round house there. 


106 SESSION AL oe MMITTEE 


Mr. Jackman: They have another one in Toronto. 

Mr. VAuGHAN: Yes, we both have round houses in Toronto, ‘but ie have 
a round house in West Toronto. | 

Mr. JACKMAN: You mentioned only three places for them. 

Mr. Watton: I am not speaking of round houses, but heavy repair shops. 
We do running repairs at-a hundred different round houses throughout the 
country. 

Mr. JAcCKMAN: Does the engine go into the round house after every trip? 

Mr. Watton: Yes, in some cases with heavy power they make a longer trip 
before going to the round house, such as running over two or three subdivisions. 
However, after every trip they go into the round house for running repairs as 
distinct from heavier repairs. 

Mr. Emmerson: Are the engines still running from Halifax to Montreal? 


Mr. Watton: Yes; on the passenger trains. 


_ Mr. Nicuouson: In connection with the item on automatic signals, $928,000, 
which is fairly small, what are the plans for making a more extensive use of 
automatic signals? . 

Mr. Watton: At the moment, we are not planning any extensive additions 
to our automatic signal system. We have quite a mileage in signalized territory 
already, notably Moncton to Halifax and Montreal to Chicago, and a few 
smaller, short sections. Having in mind the density of traffic, we have not an 
extensive scheme of additional automatic signal installation in mind at the 
moment. 

- Mr. Emmerson: Has there been reduction in accidents since the establish- 
ment of C.T.C. on the Moncton run? 

Mr. Watron: Yes, there has been, the accident record has been exceptionally 
good in that C.T.C. territory for the reason the whole movement is governed 
by signals. The man does not have to remember his train orders, and so on. 

The CHAIRMAN: Is there anyone else who desires to ask questions? 

Mr. Lapointe: Those signals are signals for the operation of the railroad 
and not for railway crossings? 

Mr. Watton: No, those are for the operation of the railway. One reason 
we have for not extending too fast in that direction is that it costs upwards 
of $10,000 a mile for centralized traffic control. We can only afford to put. it 
on very heavily travelled sections of the line. 

The CHairMAN: What about page 19? 

Mr. McLure: That property, land, the $864,000 on page 18, is that an 
investment in property? 

Mr. Vaucuan: That is a credit item, Colonel McLure. That represents land 
sold. 
Mr. Jackman: What is the credit item of $542,000 for separately operated 
_ properties? Under property investment accounts, the last item, page 18. 

Mr. Cooper: The Canadian Northern Land Department $426,000, that 
would represent land grant lands disposed of; the Canadian National Realties, 
$173,000; the Industrial Land Company, $146, 000; Consolidated Land Corpora- 
tion, $94, 000. Those last two companies are in the States of Michigan, Indiana, 
and ‘Illinois. I think the four items substantially account for the total. 


Mr. JAcKMAN: Have you some millions of dollars of land still not being 
used in the railway service? 


Mr. Cooper: We have considerable acreage but I do not think it is in the 
magnitude of millions of dollars. 
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Mr. VaucHan: We are getting that information, I think you asked for it 


yesterday, Mr. Jackman. 


The Cuarrman: Is that all on page 18? 

Mr. JAckMAN: I noticed in the final paragraph of the president’s remarks 
that service men had been pretty well replaced and you had taken on additional 
men who had seen service. In regard to the men that were in your employ 
and who did see service in the armed forces, did you have any difficulty in giving 
‘them back their seniority? Were they allowed that time towards their seniority? 

Mr. VaucHAN: Yes, in each case they were reinstated in as good or a better 
position than they had. 

Mr. JacKMAN: What did you do about their accrued pension rights? 

Mr. Coorer: We protected them, we gave them one per cent of each year 
of war service on their annual earnings. 

Mr. JAcKMAN: The company made its contribution towards the pension 
fund on their behalf. 

Mr. Coorrr: That is right. 

Mr. Jackman: At the full rate? 

Mr. VaucHAN: Based on an average. 

Mr. Cooper: Our pension is on a contributory basis and these employees 
were not in a position to contribute so we made a rather special arrangement 
for them which special arrangement took the form of giving them one per 
cent of their last ten years’ average salary for each year of war service. 

Mr. Jackman: Had they still been working with the company instead 
of enlisting would they have received a greater contribution than one per cent 
from the company? 

Mr. Cooper: I do not think so. I think the one per cent is possibly better. 
Mr. JAcKMAN: There has been no dissatisfaction among their numbers? 
Mr. Coorer: No sir, none whatever. 

Mr. JAcKMAN: Some years ago we mentioned the advisability of university 
men being taken on by the railway. Is that now progressing? 

Mr. VauGcuan: It is progressing. 

Mr. Jackman: Have you anything to report? 

Mr. VaucHan: I have nothing to report, we are getting men from the uni- 
versity each year, largely based on recommendations from the principals or the 
deans of the universities as to the capabilities of these young men and we take a 
certain number of them into the service each year and move them around from 
department to department. We think that we will know in a couple of years 
whether they will make railroad men or not. ~ 

Mr. JACKMAN: You have not yet had enough experience. 


Mr. VaucHan: No, you see we were not able to get any of these men during 
the war, but since the war we have had quite a few. 

Mr. Jackman: I suppose if you move them around it will lessen any pos- 
sibility of indignation on the part of the men who have not had that university 
experience. 

Mr. VauGcHAN: Oh yes, it is very well understood by the heads of the depart- 
ments that these young men are to be given every opportunity to learn some- 
thing about various departments. ~ However they are not displacing men who 
have been with us for some time. 

Mr. JackMAN: You are still giving preference to servicemen? 


Mr. VaucHan: Yes. 
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Mr. Watton: Yes, after a certain length of time. 
join and then get leave of absence. 


It looks very promising altogether, does it? 
Yes, we think that we will be able to build up a good staff. 
Emmerson: You allow shop men and others leave of absence to attend 


Do you draw particularly from the engineering graduates? : 
To a large extent but not altogether. 


The point is he cannot just 


Mr, Jackman: They leave to attend full time courses of instruction. 


Mr. WaAtTron: Yes. 


The CuarrmMan: Are there any other questions? 


Page 19, funded debt, principal and interest: 
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FUNDED DEBT—PRINCIPAL AND INTEREST 


Name of Security 


GUARANTEED BY DOMINION OF 
CANADA: 

Perpetual Debenture Stock. 

G.W. Perp. Debenture 
Stock and Bonds.. 

Perpetual Debenture Stock. 

Nor. Rly. Perpetual De- 
benture Stock.. 


3% 1st Mortgage Bonds.) ) onic: 
AGE Levine BONUS 8h. gs ies 2 
3% 1st Mortgage Debenture 
Stock.. See Ma aean 

33% Ast Mortgage " Debenture 
Bape a os ee ti er yea 

34% 1st Mortgage Debenture 
COC Sear crn iminte es bata 

34% 1st Mortgage Debenture 
itale) ath Lye Uy Coat ne ape. 


5% 30 Year Guaranteed Bonds. 
41% 30 Year Guaranteed Gold 
BOGUS oe ee eer nar 
5% 40 Year Guaranteed 
TS OIMLSC stare oF dea ahh Cees 
Guaranteed Gold 


BSG gi a ern ay ime 
3% 17 Year Guaranteed Bonds. 
3% 15 Year Guaranteed Bonds. 
3% 20 Year Guaranteed Bonds. 


EO tribe Meee a ce eee 
GUARANTEED BY PROVINCE 
or British COLUMBIA: 

4% 1st Mortgage 
Stock 
419, Terminal Debenture Stock. 


Tota leae eee 


Debenture 


Issuing 
Company 


Date 
of 
issue 


1875 to 1883 


1858 to 1876 
1883 to 1918 


July 31, 1884 
July 1, 1905 
July 1, 1914 
July 29, 1903 
Mar. 1910 
Mar.22, 1911 


Dec. 8, 1911 
Feb. 1, 1924 


July 1, 1927 
Oct. 1, 1929 
Feb. 1, 1930 
June 15, 1930 
Feb. 1, 1931 
Sept. 1, 1931 
Feb. 15, 1936 


Feb. 1, 1937 
Jan. 15, 1939 


Nov. 16, 1911 
1913 and 1914 


Date 
ot 
maturity 


Perpetual 


Perpetual 
Perpetual 


Perpetual 

Jan. 1, 1962 
Jan. 1, 1962 
July 10, 1953 
July 20, 1958 
May 4, 1960 


May 19, 1961 
Feb. 1, 1954 


July 1, 1957 
Oct. 1,.1969 
Feb. 1, 1970 
June 15, 1955 
Feb. 1, 1956 
Sept. 1, 1951 
Feb.15, 1953 


Feb. 1, 1952 
Jan. 15, 1959 


Apr. 2, 1950 
Apr. 2, 1950 


Principal out- 


standing at 


Dec. 31, 1946 


$ 


1,473,495. 26 


853, 272.66 
5, 960, 094.73 


27,457.73 
26,465, 130.00 
7,999, 074.00 
1, 162, 768.33 
5, 636, 508. 16 
550, 726.60 


3, 603, 182.68 
50, 000, 000.00 


64, 136, 000.00 


57,728, 500.00 


17, 338,000.00 
48,496, 000.00 
67, 368,000.00 
48, 022,000.00 
25,000, 000. 00 


20,000, 000.00 
35, 000, 000. 00 


486, 820,210.15 


798,055.48 
1, 154,052.13 


1,952, 107.61 


Interest 
accrued 
1946 


$ 


73,342.58 


42,372.47 
236, 903.50 


1,098.31 
793, 953.90 
319, 962.96 
34, 883.04 
197, 287.05 
19,276.88 


126,008.21 
2,500, 000.00 


2,886, 120.00 
2,886, 425.00 

886, 900.00 
2,303, 560.00 
3,031, 560.00 
2, 160, 990.00 

750, 000.00 


600, 000.00 
1,050, 000.00 


20, 880, 643.90 


31,687.99 
51,979.00 


83, 666.99 
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FUNDED DEBT—PRINCIPAL AND INTEREST 


Name of Security 


Equ!tPpMEntT Trust ISSUES: 
De eries:: ee. ee arstsne 2s 
2A al al BT AR Die a 
OIE, Seti Cire Oke TTS er Sie ee 
UA. BREN? 4 Coad Wen | Daetae rans Oe ae 

Ota eGo oe 
OTHER Issuzs: 

4% Canada Atlantic 1st Mort- 
Fare DORA twee ee, 
4%, ist Mortgage Bonds........ 
4% 2nd Mtee. Bonds, Prairie 
Y 4% 2nd Mtge. Bonds, Mountain 
4% 1st Mtge. Bonds, ‘‘Lake 
SEDETIONS won Sorel ar kei gane 
4% Perpetual Cons. Debenture 

LOG Meyer Moa Reece 
4% Perpetual Cons. Debenture 
SOG ene s aes Geer 
4% Perpetual Cons. Debenture 
BLOCK Wee ON dans baker 
4% 1st Mtge. Perp. Debenture 
zi ST OGIe eto et ee eae 
4% 1st Mortgage Bonds........ 
44% 1st Mortgage Series ‘‘A”’ 
POUCS sR Rh eae e oecds 
4% 1st Mortgage Gold Bonds... 

5% 


Total Debt held by Public (including therein $5, 286, 302.38 par value held 
in Special Funds and Accounts) as per Balance Sheet...............+.- 


Indebtedness to Province of 
N.B 


Ope cba rine anol le aN, se repel gee lesibub Wye” mie: 


A Gibenl eee oy oe toeetredi 


Issuing 
Company 


C.N.Q. 


Q&L. St.J. 
Ga bew: 


Date 
of 
issue 


Aug. 1, 1937 
Sept.15, 1938 
July 1, 1939 
June 1, 1941 


OM eilatie val 6 Gah) bhp) gle: 6 


Jan. 1, 1905 
Sept. 1, 1906 


Apr. 
Apr. 1, 1905 
Apr. 
1903 to 1912 


1, 1905 


1,,1965 


June 21, 1909 
Oct 


June 1, 1912 
Nov.30, 1900 


1906 


1, 1930 
1, 1900 


Jan. 


Oct. 


Sept. 3, 1929 


Date 
of 
maturity 


Jan. 1, 1955 
Sept. 1, 1956 


Apr. 
A Dione 
Apr. 1, 1955 
Perpetual 
Perpetual 
Perpetual 


Perpetual 
July 1, 1950 


1, 1980 
1, 1950 


. 15,1958 
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Principal out- Interest 

standing at accrued 

Dec. 31, 1946 1946 
$ $ 

1,430, 000.00 56, 604.17 
3, 600, 000.00 108, 739.61 
1,950, 000.00 56,875.00 
2,557, 000.00 73,425.00 
9, 537, 000.00 295, 643.78 
9, 947,934.00 397,919.79 
150, 000.00 6,000.00 
3,574, 5386.00 142,991.45 
3, 144,906.00 125, 827.00 
2, 152,008.00 86, 090.57 
3,994, 024.66 158,939.70 
890,084.13 35, 605.37 
465, 545.33 18,621.81 
287, 289.07 11,491.56 
6, 527,336.00 261, 237.86 
400, 000.00 18, 000.00 
200, 000.00 8, 000.00 
380, 022.60 19,001.12 
— 808 , 833.28 
32, 113,679.79) 2,098, 559.51 
1530, 422, 997.55} 23,358, 514.18 


K 


These obligations are stated in Canadian currency, Sterling and United States currencies being converted 


at the par of exchange. ; ; 
This schedule does not include securites in the Railway treasury or those held by 
Railways Securities Trust, or by the Dominion Government as collateral. 


The Canadian National 


Mr. Jackman: The total equipment and trust issue shows $9,537,000 for the 
whole system. 


Mr. Cooper: Yes. 


Mr. JAcKMAN: I was just wondering whether in view of the fact you have 


$525,000,000 of rolling stock on hand if it would not be a cheaper way to raise 


money by increasing the equipment trust issues because I noticed under the 


Dominion o 


f Canada loans here on rolling stock, the loans have an average inter- 


est of 2-89 per cent, whereas other borrowings are at 34 per cent. Would it be 
worth while buying more of your rolling stock under equipment loans in order to 
get the cheaper rate? 


Mr. VaucHaN: That is a matter that we are considering at the present 
time, particularly in connection with financing equipment that is in our budget. 
We have not determined yet whether we will call for tenders on an equipment 
issue or not. We will have to wait until after consultation with the Department 
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of Finance to see if we can borrow from them at a satisfactory rate or whether 
money would be cheaper outside. a4 
Mr. JACKMAN: What do they charge you on loans when you borrow from 
the government? 

Mr. Coorer: I think the answer is, Mr. Jackman, that on the second 
day of January of this year we made a $50,000,000 issue. 

Mr. JACKMAN: For rolling stock? 


Mr. Coorer: No, it was a general issue and out of it we repaid to the 
government all our loans for rolling stock which were on a 34 per cent basis. 


Mr. JackKMAN: What rate did the $50,000,000 issue run at? 
Mr. Cooper: 23 per cent. 

Mr. JAcKMAN: Sold at par? 

Mr. Cooper: There was a fractional discount. 

Mr. JACKMAN: The net cost was about 2+ per cent? 

Mr. Cooper: About 2°77. 

Mr. VaucHan: I think it was 2:77. | 

Mr. JackMAN: In other words if you do not get the money you want for 
the rolling stock requirements at 2-77 or better, and by the way this, then, 
was not a rolling stock equipment issue? 

Mr. CooprEr: No. 

Mr. JAcKMAN: Just a government guaranteed issue? 

Mr. Cooper: A government guaranteed issue. 

Mr. Jackman: Would the rolling stock issue bear about the same rate now? 

Mr. Cooper: No, rolling stock is cheaper. _ 

Mr. Jackman: In Canada what would it likely bear, roughly? 

Mr. VaugHan: We think we should get a rolling stock issue here at 2 per 
cent or 24 per cent. ; 

Mr. JackMAN: And in the United States? 

Mr. VaucHan: In the States they have had some fairly low rates depending 
upon the amount of money paid back each year through sinking funds. I think 
they have been getting some as low as 14 per cent. 

Mr. Jackman: Well, may I ask if you are a free agent to decide for 
yourself how you want to do it, if you have a new rolling stock issue to finance? 
Mr. VAUGHAN: Oh yes, sir, we are. . 

Mr. JackMAN: You do not have to accept the government’s terms if you 
think you can do better somewhere else. 

Mr. VaucHan: No. Of course, during the war we did keep out of the way 
of the government when they were raising loans. 

Mr. Cooper: The government equipment issues were entirely due to war 
conditions. ; 

The CuarrMANn: Colonel Lapointe, you had another question. 


Mr. Larornte: No, it does not matter at the moment. 


The CHARMAN: Well it is 12.30. We can meet at 4.00 o’clock. Perhaps 
we can carry on from 4.00 until 5.30 this afternoon. . 


We are on page 19 now. 


The meeting adjourned at 12.30 p.m. to meet again this afternoon at 4.00 
o’clock p.m. 
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‘AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CHAIRMAN: I believe we have a quorum and we can start: There were 
some questions asked before we closed up at noon and I think Mr. Vaughan has 
a number of the answers ready. If it is agreeable with you he will give them now. 

Mr. VauGHan: A question was asked by Mr. Jackman as to the number of 
acres of unsold land we still have in western Canada. The answer is 278,120 
acres. 

Mr. JACKMAN: May I ask as a matter of interest, when the C.N.R. was 
taken over by the system, Prairie Lands I suppose had been formed before 
that and all the C.N.A. land went into that company? 

Mr. VaucHan: This occurred many years ago. As I recall, when Prairie 
Lands was formed, they purchased several thousand acres of land from the 
Canadian Northern. 

Mr. JAcKMAN: And those acres which you have now, did they come from 
the old system, from the old C.N.R. or are they other lands? 

Mr. VaucHAN: I think they are mostly C.N.R., also some Grand Trunk- 
Pacific and some Crown grants. 

Mr. JacKMAN: Most of the land is suitable for colonization? 

Mr. VaucHAN: Some of it is and.some of it is not. We have a report on 
each individual section as to the nature of the soil. I do not recall off-hand just 
what portion of that might be considered good land. A lot of it is marginal and 
perhaps not fit for much except grazing, but there is still some good acreage. 

Mr. NicHotson: Have you a_breakdown according to provinces? 

Mr. VaucHan: No, I haven’t got that. 

Mr. JACKMAN: Have you still a lot of land agreements? Last year, for 
instance, you had got in quite a bit of money. Do you have the expectation of 
getting in substantial sums of money from lands which you have sold? 

Mr. Coopmr: Last year’s collections were very good indeed. 

Mr. JAcKMAN: Does it amount to a considerable sum? 

Mr. Cooper: That is, what amount is still outstanding? 

Mr. JACKMAN: Yes. , 

Mr. LockHart: While Mr. Cooper is looking up the answer for Mr. Jack- 
man could Mr. Vaughan tell us whether any of those lands are still being 
offered for sale? 
Mr. VaucHan: Those lands are still being offered for sale. 
Mr. Locxuart: Yes, and could you tell us the approximate sale price? 
Mr. VAuGcHAN: I have not the figure here, but could get it. 
Mr. Locxuart: I have had one or two inquiries. 
Mr. Cooprr: $2,000,000. 
Mr. JAcKMAN: Is that what came in last year? 
Mr. Coorrer: No, $2,000.000 outstanding on contracts. 
Mr. NicHotson: What is the general selling policy with regard to land 
available? Do you try to push sales? 
Mr. VaucHan: Yes, sir. We have a land department located in Winnipeg 
which has been supervising our land sales for many years and they are con- 
stantly endeavouring to sell these lands particularly at times when the market 
is good and the price fair. 7 

Mr. NicHoutson: Have you a record of the land sold last year? 
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Mr. Vauguan: I do not think we have it here but we can get it for you. 


Have you got it, Mr. Cooper? 

Mr. Coorrr: No. 
Mr. VaucHAN: We will get it for you. 
Mr. Jackman: Do you have to pay taxes on this land or was it granted to 
you tax-free? » 
Mr. VaucHan: We pay taxes on it. 
Mr. JackMAN: Speaking of the system as a whole, what is the general 
principle in regard to municipal taxation on all the Canadian National lines, 
apart from the Canadian eovernment railways, you pay taxes on Canadian 
National lines? 

Mr. Cooper: We pay taxes in Quebec, that is municipal taxes, Ontario and 
in Alberta and British Columbia. 

Mr. Nicwotson: How about Saskatchewan and Manitoba? 

Mr. VaucHan: We pay a special tax there. 

Mr. Cooper: Under provincial legislation we were exempted from muni- 
cipal taxation in Manitoba and Saskatchewan. We pay taxes to the provinces 
which I think were intended to cover the taxes to the municipalities. 

Mr. JacKMAN: Was it part of the agreement when you went there in the 
first place that you did not pay taxes on the land which you had? 

Mr. Coorer: Well, I do not know about that. It is in the legislation of 
Manitoba and Saskatchewan that municipalities cannot tax the railways. 

Mr. Jackman: That must be a right which the railways acquired at some 
time, I suppose. In the maritime provinces you do not pay any municipal taxes 
at all. 

Mr. Cooper: We pay in a few isolated instances on what we term non- 
railway properties. 

Mr. Jackman: Was that because the railway there was the old Intercolonial? 
Mr. Cooper: Generally, yes. 

Mr. McCuttocu: What about your properties in Montreal? 

Mr. VauGHAN: The situation there is different. Our property in Montreal 
«5 vested in the railways. The property at Halifax is vested in the Crown. 

Mr. McCutnocu: Could you have that changed? 

Hon. Mr. Curverer: I suppose parliament could do that, but that is a 
question which has come up before I think on many occasions. It is the subject 
of a lawsuit now in Halifax and Saint John. Mr. Hazen brought that up the 
day before yesterday. Itis a question of the railways in the maritime provinces 
being vested in the Crown as opposed to the railways in upper Canada being 
vested in the Canadian National Railways. 

Mr. McCutiocu: I am thinking not of Halifax as much as the rest of 
Nova Scotia, Halifax is not all of Nova Scotia. 

Hon. Mr. Cuevrrer: It covers Nova Scotia, part of Prince Edward Island 
and some of it is in New Brunswick as well. 

Mr. Jackman: Does the Crown not pay those municipalities anything in 
lieu of their rights to tax? 

Hon. Mr. Curveter: I understand that there are some payments made. Is 
that not correct, Mr. MacMillan? 

Mr. MacMiuian: That is right, sir. 

Mr. Jackman: I understand that during the war in Great Britain where they 
had many war factories the Crown there paid a rate which I understand was 
-dentical to that to which the property would have been subject had it not been 
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held in the name of the Crown. Is there anything paid to those municipalities 
_ down there equivalent to what they would have if the property had been taxable? 


Hon. Mr. CHeveier: I do not know if they are on the same basis at all. 
I do not know whether there is any relationship between the amounts paid in © 
Great Britain and here. 

Mr. JACKMAN: The principle was that they gave exactly the same amount 
but did not recognize the right of the municipality to tax the Crown. Do we 
deal as fairly here with this property which is owned by the Crown and used 
by the railway system? Do you happen to know if the amounts paid for the 
use of the properties, that is in the way of rates paid in lieu of taxes, is about 
equivalent to what the taxes would be? 

Mr. VAucHAN: We pay very little, Mr. Jackman, in the way of taxes down 
there. We pay taxes voluntarily, for instance, at Halifax, on the hotel. There 
are certain negotiations now going on in respect to taxes and something may 
come out of them. 

Mr. JAcKMAN: I understand there is a suit pending at the present time? 

Hon. Mr. Cuevrier: Yes. | 


Mr. Jackman: How much would the value of the property used by the 
_ railway be in the city of Halifax? 


Hon. Mr. Curvrizr: The lawsuit has to do not only with the taxation at 
Halifax, I think it has to do with taxation elsewhere as well. Is that right, 
Mr. MacMillan? 

Mr. MacMiuuan: Yes. The present legislation is with respect to legislation 
given the cities of Halifax and Saint John to levy a business tax against the 
Canadian National as manager of Canadian government properties, based 
virtually on the assessed value. 


Mr. JAckmAn: That business tax, is it the same as the normal tax rate 
of the city of Halifax? 

Mr. MacMintuan: Yes, it is on a sliding scale. 

-Mr. JackMAN: Is it a general tax rate they apply in the city of Halifax 
against business assessments, the tax to which you have just referred; and, is it 
about equal to the value of the property? 

Mr. MacMiuuan: I think the business tax situation in the city of Halifax 
is quite unlike that which is in effect elsewhere in the dominion. The scale 
climbs very quickly and it provides revenue derived elsewhere from the annual 
-assessment on real property. It would really be quite difficult to compare it to 
the general assessment in Toronto, or the business tax. 


Mr. JackMAN: In considering the results of the system it might be of some 
interest: to the committee to know how much property was held in the various 
municipalities of the maritimes which was not subject to the ordinary municipal 
taxes; and once given that you could deduct from it the amount paid in lieu of 
taxes. I understand there is some contribution, as Mr. Vaughan mentioned with 
respect to the hotel business; and in that way you could arrive at the net saving 
to the railway company because of certain properties held by the Crown. That 
would be very interesting. Could that be given to us? 

Hon. Mr. Cueveter: I understand that that is evidence which has already 
been submitted in the Saint John court; and if it is, then I do not think it 
should be given here since the matter is sub judice. This matter of taxation is 
one that is under litigation now and I doubt if it is a rule of this committee 
any more than it is a rule of the House to give information which is given in 
evidence in a court of law while the matter concerned is still before the court. 
Mr. Jackman: I am not trying to do that so much as to get certain 

facts which have to do with the results of the C.N. system. They have certain 
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advantages on some parts of the system and it would be interesting to know 
how extensive they are. a 
Mr. Vauauan: I do not think, taking it all in all, that we have any 


advantage over any other system. Some of our competitors have exemptions — 


in the west similar to what we have down east. 

Mr. JackMAN: Have you not got certain exemptions in the west also? 

Mr. VaucHan: Not to the same extent, on account of their charter they 
have specific exemptions. We do not want to withhold any information, but 
I do think it might prejudice the case which is now before the courts if we 
discuss the matter here. 

Mr. Jackman: I had no intention of doing that. JI would like to have the 
information if it were available. It is hard for me to see how it could in any 
way prejudice the case which is now before the courts down there. All I want 
is the mere fact of the value of the properties you have in that category down 
in the maritimes. . 

Hon. Mr. Curvrier: Are we not bound by the rules of the House and of 
the committee? I do not want to appear to be curtailing discussion on it, 
but it is a clear rule of the House by which this committee is bound that when 
a matter is before the courts it should not be discussed here. 

Mr. JackMAN: I am not asking for a discussion of the whole matter. I 
am asking for a simple bit of information which apparently is public property 
already. 

Hon. Mr. Cuevrrer: Well, there has been no attempt to stop you getting 
any information or to answer any questions; in fact, they have practically 
all been answered until you got to that one. It strikes me that there is a valid | 
objection to answering it and I would think it should not be pressed. 

Mr. JACKMAN: Perhaps we can defer it until the next time and Tay Ds 
then we will have the decision of the court. 


Hon. Mr. Cuevrter: I think you should have it then. - 


Mr. VaucHan: Another question was asked by Mr. Hazen. He asked 
for a breakdown of the $2,168,000 spent under the heading of injuries to persons. 
The answer is, to the public, $172,927, and to employees, $1,995,000. There 
was another question asked, I think, by Mr. Nicholson, as to the cost of the 
oriental and Huropean organizations. The answer is the cost of conducting 
our business there, that is, salaries, offices and all incidental expenses, was 
$108,796; that was for the European organization, and the Orient office cost 
$8,740. 

The CHatrMan: Were those all the questions which were asked? Gentle- 
men, we were at page 19 when we adjourned. 


Mr. Hazen: I asked a question yesterday and I am not quite clear about 
the answer. I asked if the eight hotels operated by the company have earned 
enough to pay interest on the amount of capital invested. Do I understand . 
the answer was that they did not earn enough, is that right? I had in mind 
the hotel here, surely it earns enough to pay interest on the investment? 

Mr. Coorer: Are you speaking of 1946? 

Mr. Hazen: I was speaking in broad terms, yesterday. I asked if the 

eight hotels owned by the railway earned enough to pay interest on a capital 
invested. I understood the answer was that they did not. 
: Mr. Cooper: No, the answer was that they did. In 1946, our net operating 
income was $1,102,000 and I said we had $27,000,000 invested in hotels. Taking 
that amount at 3 per cent it would give us $810,000, so that if from $1,102,000, 
you deduct $810,000 for interest, you see that the hotels earned their interest. 

Mr. Hazen: That was in 1946? 
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Hon. Mr. Cuevrizr: Was the position the same in 1945, 1944 and 1943? 

Mr. Cooper: In 1945, the hotels earned a little more than they did in 
1946. I have not the 1944 figures here, but in answer to a question from Mr. 
Nicholson, we undertook to prepare a statement of hotel results from 1937 
forward. That statement is in the course of preparation and possibly will be 
ready tomorrow. 

Mr. Hazen: That will give the answer? 


Mr. Cooper: Yes. 

The CuatrmMAN: Very well, gentlemen, what about page 19 which we were 
considering at the noon adjournment. It concerns funded debts, principal and 

interest. Have you any questions on that? 
: Mr. NicHotson: Nearly every year the president has made some comment 
on the burden imposed on the company by fixed charges. I wonder if he 
could report whether any progress has been made with a view to having the 
government relieve the railway of some of this burden? I think in view of the 
fact representations have been made to get relief from the public in the way of 
increased freight rates, some adjustment should be made in the capital structure. 

Mr. VauGcHAN: I made quite a lengthy statement on that last year, as you 
will recall. There has not been any change in the situation since that time. I 
do not think I can say anything more on the subject. We are still carrying 
on negotiations with the Department of Finance, but we have not reached 
any conclusions as yet. 

Mr. Nicuouson: I wonder if the minister has any comment to make? 

Hon. Mr. Cuevrier: I can substantiate that by saying the government 
has been considering and is sitll considering the very broad question of fixed 
charges on the Canadian National Railways. It is a question which involves 
many things and it is not one easy of solution or decision. There has been no 
final decision on it 'and, while I should like to be able to encourage the honour- 
able member as to what the decision may be, I am afraid, at the moment, 
all I can say is that it is being carefully looked into. 

Mr. Jackman: Mr. Chairman, I noticed with regard to that subject, the 
auditor’s report also contains a statement pointing out the ratio of fixed charges 
to operating revenue was 11-3 per cent. This was relatively high. I suppose 
that that ratio was very much higher in the pre-war years? 

Mr. Cooper: Oh yes, in 1939, for example, it was 26-24 per cent. 

Hon. Mr. Cuevrier: As compared to 16-76 for the Canadian Pacific. 


Mr. Cooper: And as compared with 5 per cent for the class 1 roads in the 
United States. 

Mr. JACKMAN: It has been declining? 

Mr. VaucHan: The ratio has not been dechning. | 

Mr. JACKMAN: Have you a statement giving the ratio for the Canadian 
Pacific and similar lines in the United States? 

Mr. Cooper: In 1945, the Pennsylvania was 7:8; the New York Central was 
6:7; the Southern Pacific 4-4; the Santa Fe 1-7; the Union Pacific, 2-8; the 
B & O, 4-8; then, the class 1 roads as a group, 5:8 per cent. The Canadian Pacific 
was 6-1 per cent and the Canadian National 11-3 per cent. 

The roads which I mentioned are the large roads with which it is reasonable 
to compare the Canadian National Railways in a broad way. You can see that 
the ratio of our fixed charges to revenue is approximately twice that for any 
other comparable road. 3 

Mr. Nicuotson: What was the Canadian Pacific figure again? 


Mr. Cooper: 6°16 per cent. 
88477—44 
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Mr. Jackman: Has the ratio on other railways, that is, on fixed charges to 


operating revenue, been declining to anything like the same degree as the | 


Canadian National’s? 

Mr. Cooper: Well, Mr. Jackman, under war traffic conditions where raul- 
way revenues doubled, you see, obviously the relation of fixed charges to” 
revenue— , Sere 

Mr. JacKMAN: But it is, relatively, comparing your railroad to the other 
lines? 

Mr. Coorrr: I do not think so at all. 

Mr. JAackMAN: ‘They have all gone down very substantially ? 


Mr. Cooper: I think we were a little further out of proportion than we were ~ 


in 1939. 
Mr. Jackman: You mean if they were 8 and you were 16, you are 8 now and 

they are less than 4? , 

Mr. Cooprr: In 1929, the class 1 roads were 15 and we were 26. They are 
5:8 now, and we are 11-3. We are now about twice but we were not twice in 
1939. We were as 26 is to 15, now we are as 11 is to 5; the. disproportionate 
charge on the Canadian National has been increased rather than diminished. 

Mr. Jackman: The problem of your relatively bad ratio has been greatly 
lessened with the tremendous increase in volume. As Mr. Vaughan said yester- 
day, $300,000,000 of gross operating revenue might have been sufficient to keep 
the railroad in a sound financial position, but now it takes $400,000,000, so it is 
the bondholder who is taking the loss in this matter because you are handling 
far more revenue and the whole National income is higher. 

Mr. Coorer: I would not say that because you must— 

Mr. VaucHan: Wages and material have gone up so we are in exactly the 
same position, Mr. Jackman, as we were before. 

Mr. Coorrer: Our operating ratio has increased and the margin between net 
operating revenue and fixed charges has shrunk. # 

Mr. Jackman: I know, you have not very much margin. 


Mr. Cooper: Our operating ratio is 89 per cent. Taking 11 per cent as — 


available, we do not have enough left over from operating to pay fixed charges. 
We had a deficit of $9,000,000. | 

Mr. Nicuotson: I wonder if Mr. Vaughan could outline briefly just what 
is the most recent proposal you have made to the government about giving you 
relief? | . 

Mr. VaucHan: The proposal as made to the government was that they 
accept from us income bonds to take the place of the vested securities, that is 
the debenture stocks of the C.N.R., G.T.R. and G.T.P. vested in Great Britain 
during the war. That is to say the interest would be paid when earned to the 
extent that interest was earned. : | 

Mr. Rei: Has any valuation ever been made of the physical assets of the 
company, the entire physical assets? Has a valuation been made? ‘That is to 
say if it was at 3 per cent what would the interest be per annum? I raise the 
question because the statement was made that if all the overhead. and financial 
liability of the C.N.R. were withdrawn, if they did not have that overhead to 
meet as a railroad company, they could make ends meet. JI am interested m 
knowing what the actual physical valuation at 3 per cent is? What would the 
interest charges be per annum? 

Mr. Vauguan: You mean what the interest on the valuation at 3 per cent 
would amount to? ae 
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- Mr. Coopsr: If we had to pay our fixed charges at their present rates and 
in addition had to pay 3 per cent on the shareholders’ capital, in 1946 we would 
have had a deficit of $40,000,000. 

Mr. Rerp: I am not speaking of the shareholders’ capital. There are cer- 
tain figures which go before the board of transport commissioners whenever they 
want an increase, and usually they are asked what total amounts of money have | 


‘been spent by the company. The share capital would not probably have any 


relation to what has been spent by the company, but I am anxious to know if any 
survey has ever been made as to the value of the physical assets of the com- 
pany? Surely that has been done over the years? What would happen if some- 
one in the world would be bold enough to come along and say “we will buy 
the entire concern”? Take a hypothetical case. The first thing that would 
happen would be to find out what the physical assets were worth, that is in land 
and everything else? 

Mr. Vaucuan: I think the first thing you would do would be to find out 
what the railway could earn. You would not want to know what the railway 
cost but what it could return on the investment if you were to buy the property. 
That is the first thing you would want to find out. You would want to know 
what interest could be earned on that investment. : 

Mr. Rem: I am not.that smart. I would be asking what the thing was 
worth and I would want a practical figure. If I were buying a building that is 
what I would want. ! 

Mr. VaucHan: No, you would be interested in the value more than in the 
cost. 
Mr. Re: Yes, that is what I would want to know, I would want to know 
what the building cost and what it is valued at today. 

Mr. VaucHan: If you were buying an apartment building you would sit 
down and say “I will make an offer on that apartment building based on say 
an earning-of 4 per cent”. That might have absolutely no relation to the cost of 
the building at all. It might be only for half the cost. 

Mr. Rep: I have been in the House of Commons eighteen years and every 
year I have heard it stated that if you just removed all this overhead and put: 
the C.N.R. on the same basis as the C.P.R. it would make a good showing. I 
would like. to know if it would make a good showing if you cleared it of all 
this capitalization which has been endured through the years. 

Mr. VauGcuHan: I think the only proper comparison is with other railroads 
with which we compete, those having fixed charges on a comparable basis. We 
all know if these properties had not been taken over by the government they 
would have gone through receiver’s hands and the fixed charges would have been 
scaled down very materially just as the Soo line of the Canadian Pacific was 
dealt with. 

Mr. Rew: We have a railroad in British Columbia which I would hke to 
sell, the P. and G., and I venture if you went in to buy it you would want to know 
what the property was worth. 

Mr. Vaucuan: I would want to know what it could earn, but I would not 
pay much attention to what had been spent on it. | 


Mr. Rem: You would be very interested in the financial statement, 
and you would not say “I am not interested in what is invested”. 


Mr. VaucHan: I would be interested in what the property could earn. 
Mr. Ret: What it is able to earn. 


Mr. Nicuouson: If your fixed charges were the same as the C.P.R. what 
would have been the difference in 1946 operations? ; 
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Mr. Coorrr: I will have to work that out for you. I think I have it for 1945. 
Mr. VaucHaN: We have the fixed charges of the C.P.R. _ 


Hon. Mr. Cuervrier: It would have meant the difference between a surplus 
and a deficit. | 


Mr. Warren: In the meantime, to go back to Mr. Reid’s point. I think it is 
very interesting. The picture we have is that the C.N. railways are pledged to 
pay more than the system can bear and if that were not true they would be able 
to make a good showing. I can understand why Mr. Reid wants that cleared up. 


Mr. VaucHAN: That is the point we are making. If the fixed charges 
were scaled down to a point where the railway could pay interest it would be fine. 
Coupled with that is always the fact, it applies to the C.P.R. as well as ourselves, 
we have got to have adequate freight rates to enable us to pay our way. 


Mr. Warren: I have never been on this committee before but it occurred 
to me that a favourite piece of propaganda has been that we were paying in taxes 
$1,000,000 a week, $55,000,000 a year at one time. 


Mr. VaucHan: That was a good many years ago. 


Mr. Warren: Yes, and I am very glad and I am very proud to hsten to 
the discussion on the setup now and hear that the system is getting to the 
position where they had a surplus last year. 


Hon. Mr. Cuevrier: I think there is one thing that has been forgotten, and 
that is when the Canadian National railway took over the roads and operation of 
the roads on the system, they did not go into liquidation such as the roads in the 
United States did and they had to take over tremendous debt. Mr. Cooper 
probably knows what it was, but the interest charges on that debt has amounted to 
over $100,000,000. It has been $161,000,000 over the years. That is why I take 
it the president answers the question Mr. Reid asks by saying it is not so much 
the money that has gone into the road as what it is able to earn that counts. 

Mr. Rew: Coming back to that, surely with all the accounting systems 
they have, and I understand they have a very splendid one, surely some estimate 
has been made as to the physical value. 

Hon. Mr. CuHeveter: If you will look at page 10 you will see under the 
investment statement, a brokendown statement, what the physical assets are. 

Mr. Nicuotson: Attacking the problem from another angle, if one were 
to assume you had the same fixed charges since Canadian National was incor- 
porated as your competitor, the Canadian Pacific railway has, you would not 
have had these large deficits ‘built up in the 1930’s. I think you have always 
paid operating expenses. I imagine since you were first organized there would 
have been the same return on the capital if you had similar fixed charges to 
those of the C.P.R. 

Hon. Mr. Cuevrier: How did you put that again? 


Mr. VaugHan: The fixed charges of the C.P.R. last year according to their 
annual report were $18,000,000. 


Hon. Mr. Cuevreirer: And what were those of the Canadian National? 
Mr. VauGcuan: Our fixed charges were $44,000,000. 
Hon. Mr. Cuevrrer: That is including government loans? 
Mr. Jackman: But you are the largest railway, the largest in the world. 
Mr. VaucHan: Yes, but we have more unprofitable territory to operate 
in and much higher interest charges. 

Mr. JAckMAN: Just looking at the balance sheet, would you not say, on the 
basis of replacement, and I would not want to hold you to this statement, 
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there is no padding on the asset side and we have nothing omitted on the 
liability side, there is actually $2,000,000 worth of replacement value at today’s 
level. 

Mr. VauGHAN: Those figures of course represent the cost of the property. 


Mr. JAcKMAN: But there is no water in it as you know it, the way it 
comes to us today? It may be an unwise expenditure but it is not watered? 


Mr. VaucHAN: All I can say to that is that when these operations were 
taken over, such as the Grand Trunk, Grand Trunk Pacific and Canadian 
Northern Railway, there was not one of them earning its interest charges. 


Mr. Nicuoutson: Has Mr. Cooper the information I was asking for? 


Mr. Cooprer: These figures show what their results would have been if their 
fixed charges in relation to revenue had been on our scale. The Pennsylvania, 
which in 1945 had a surplus of $49,000,000, would have had a surplus of $16,000,- 
000. That is if their fixed charges had been in the same relation to gross 
revenues that they are on the Canadian National. The New York Central, 
which had a surplus of $24,000,000, would have had a deficit of $5,000,000. The 
Southern Pacific, which had a surplus of $33,000,000 would have reported a 
— deficit of $7,000,000. The Santa Fe, which reported a surplus of $29,000,000, 

would have had a deficit of $21,000,000. The Union Pacific, which had a 
surplus of $33,000,000, on our basis would have reported a deficit of $8,000,000. 
The B & O, which reported a surplus of $15,000,000, would have reported a deficit 
of $7,000,000. The class I roads as a whole, which reported a surplus of 
$450,000,000, would have reported a deficit of $39, 000,000 if their fixed charges 
had been i in the same relation as ours. The Canadian Pacific, which reported a 
surplus of $31,000,000 in 1945, would have had a surplus of $15, 000,000. 


Mr. Nicnoxson: In view of the fact that the Minister of Finance reported 
a surplus of about $1,000,000 a day last year I think the government should 


give favourable consideration to your representations to extend some relief to 


bring your fixed charges in line with other similar railways. 

Hon. Mr. CuHevrinr: I am hopeful they will. 

Mr. Rew: What would be the saving in interest charges per year if it were 
possible to call in all the shares and issue them at the regular rate of interest 
prevailing which is around 24 to 3 per cent? What saving would there be? 

Mr. VaucHAN: What is our average? 

Mr. Cooper: Our average interest rate in 1946 was 4:24. That is on our debt 
to the public. If you include amortization of discount and things of that sort it 
was 44 per cent. If you put it’on a 3 per cent basis the interest would be scaled 
down just one-third and instead of paying $23,000,000 we would have been 
paying about $15,000,000 in so far as interest to the public is concerned. 

Mr. Retp: Quite a saving. 

Mr. Coopgr: Yes. 

Mr. JAckMAN: If your request last year to have the government exchange 
repatriated securities for an income debenture had been acceptable what differ- 
ence would that have made in your deficit? 

Mr. Coorrr: It would have wiped it out. The interest on the repatriated 
securities was $13,698,000, and our deficit was $8,961,000. 

Mr. JACKMAN: It would have put you in the clear for last year. 

Mr. Coorzer: We would have had a surplus of $4,700,000. 

Mr. Jackman: I will not draw the deduction that in that case you would not 
have had to join in the application for an increase in freight rates. 

Mr. Cooper: We would not have had to get an appropriation of parliament 
to pay the government the interest we owe. 


120 SESSIONAL COMMITTEE = 


Mr. JACKMAN: You are asking me a SEAS IOs I asked you one. 

Mr. Cooper: No, sir. 

Mr. VaucHaNn: In answer to Dae I would say we would have had to join 
in the application just the same because our expenses this year are so much 
higher than they were last year. . se 

Mr. JAcKMAN: Well, that is a very broad and large question. 


Mr. Ret: Does the term “guaranteed gold bonds” mean anything as mee 
“ouaranteed bonds”? Is it just a financial term? 


Mr. Cooprr: I do not think it has any significance today. Possibly it had 
at the time those bonds were issued when Canada was on the gold standard. 


Mr. Warren: This morning there was some conversation that brought up 
the question of the Canadian National as a service in connection with parlour 
cars. Yesterday the question was brought up from another angle. We have 
lines running from Arnprior to Eganville, and from Golden Lake to Pembroke, 
that the C.N.R. have been trying to get rid of because they do not pay. The 
residents of North Renfrew have always been able to argue the matter on the 
basis of service to the people. I can easily understand that a lot of these 
expenditures are actually for a service and well worth while even if we 
do go in debt a bit on the Canadian National System. 3 


The CuamrMAN: Have you discussed that problem enough to turn over 
another page? We will turn to page 20, Investments in affiliated companies. 


INVESTMENTS IN AFFILIATED COMPANIES 


Total Owned by Can. Nat. System 
Par Value 
COMPANY Outstanding Par Value Book Value 
STOCKS: 
The Belt Railway Company of Chicago........ $ 3,120,000.00 $ 240,000.00 $ 240,000.00 
Canadian Government Merchant Marine, Limited 800.00 800.00 800.00 
Central Vermont Transportation Company era 200,000.00 50,000.00 20,000.00 


Chicago & Western Indiana Railroad Company. 5,000,000 .00 1,000,000 .00 1,000,000 .00 
The Detroit & Toledo Shore Line Railroad Com- 


RVR ING Slo ahve a ag Ne EW eterno tart ie a eas 3,000,000 .00 1,500,000 . 00 1,500,000. 00 
Detroit Terminal Railroad ‘Company........... 2,000,000.00 1,000,000.00 1,000,000.00 
Northern Alberta Railways Company.......... 625,000.00 312,500 .00 312,500.00 

(representing amount paid up, i.e. 10%) 

The Ontario Car Ferry Company (Limited).... 500,000.00 250,000 .00 179,007 .53 
iRhemPublicuMarkete; Auimitedi i. te vets ad'ei so. os 1,150,000.00 575,000.00 575,000 .00 
Railway Express Agency, Incorporated (no par 

SUC a Raia at a ficken we boas CA a ye ental ee ts 1,000 shares 6 shares . 600.00 
The Toronto Terminals Railway Company..... 500,000.00 250,000.00 . 250,000.00 
The Toledo Terminal Railroad Company....... 4,000,000 .00 387,200.00 387,200.00 
Trane Canads (Air mess ho ose N oa ee ed. om 6,600,000 .00 6,600,000 .00 6,600,000 .00 

(representing amount paid up, i.e. 82-5%) 

Vancouver Hotel Company Limited........... 150,000 .00 75,000.00 75,000.00 
$12,140,107 .53 
BonNpDs: 
Northern Alberta Railways Co. Ist Mortgage 

BL arate hc U tee aes SP EP seg ter Oh ERGO Wenig MA ML nea eed $31,530,000.00 $15,765,000.00 $15,765,000 .00 
The Toronto Terminals Railway Co. lst Mort- 

PEON OTH Foe fod die dag we Bioware ek a 25,810,000.00. 12,905,000.00 12,905,000.00 

$28,670,000 .00 

ADVANCES: 
Chicago & Western Indiana Railroad Company............c.c cece cere erence $ 2,482,544 01 
tie Ranroad, Credit: Oorporation. o.s.. 2b Sera sic eae a eee eee Bec alte 5,555.86 
Reatway xpress A ceney.Incorperateds 5 oasis oie sive Mee hese es ect eee 155.077 .87 
Vancouver Hotel Company)Limited enc, o> Ui es ea 10,207.89 


$ 2,653,385 .63 
$43,463,493 . 16 


eb 


RAILWAYS AND SHIPPING 121 


MAJOR CONTINGENT LIABILITIES 


TRANS-CANADA AIR LINES: 
At 31st December, 1946, Canadian National Railway Company had subscribed for $8,000,000 
of the Capital Stock of the Air Lines of which $6,600,000 has been called and paid in. 


NorrHern ALBERTA RaILwAys COMPANY: 
At 31st December, 1946, Canadian National Railway Company had subscribed for $3,125,000 
of the Capital Stock of the Railways Company of which $312,500 has been called and paid in. 


Tue Detroit & ToLepo SHORE LINE RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company as joint and several guarantor, by 
anGorecre nt of principal and interest of $3,000,000 First Mortgage 4 per cent—50 Year Gold 
onds due 19538. 


THE ToLepO TERMINAL RAILROAD COMPANY: 

Assumed by Grand Trunk Western Railroad Company in respect of $5,800,000 First Mort- 
gage 44 per cent—50 Year Gold Bonds due 1957. The guarantee is as to interest only and is 
several and not joint. Grand Trunk Western’s proportion is 9-68 per cent. 

Cuicaco & WESTERN INDIANA RAILROAD COMPANY: 


Assumed. by Grand Trunk Western Railroad Company, pursuant to joint supplemental 
lease dated Ist July, 1902, between Grand Trunk Western Railway Company and four other 
proprietary companies. Obligation is for repayment of principal of bonds at their maturity, 
and of interest as it falls due by way of annual rentals. The Grand Trunk Western’s obligation 
is for one-fifth of the bonds issued for “common” property and the entire amount of bonds 
issued for its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4 per cent 
bonds due 1952 and the amounts outstanding at 3lst December, 1946, are:— 


Teetiods hols; COTRINGIE DDO BOLEY wots yee ee awk he Ce a a eres Seeder Male $39,973,019 .39 
Issued..for “exclusive”. property.:........03..% Sd Sisk al are RC a ahah cals 202000500 


Assumed by Grand Trunk Western Railroad Company pursuant to joint supplemental lease 
dated Ist March, 1936, between Grand Trunk Western Railroad Company and other proprietary 
companies. Obligation is to pay as rental sinking fund payments sufficient to retire bonds at 
maturity and interest as it falls due. The Grand Trunk Western’s proportion is one-fifth in 
the absence of default of any of four other tenant companies. The bonds are First and Refunding 
Mortgage 43 per cent Series “D” Sinking Fund Bonds due 1962 and the amount outstanding 
at 3lst December, 1946, is $17,198,000. 

C.N.R. PENSION PLAN: 


Reserves have been set up against contracts in force under the 1935 contractual plan, but 
not against pensions conditionally accruing under that plan or prior non-contractual plans. 


Mr. Remo: Why does the Canadian National Railway invest in Trans- 
Canada Air Lines? Trans-Canada Air Lines had a deficit last year. What was 
the object of the investment by the C.N.R. of $8,000,000 in stock? 


Hon. Mr. Curvrizrr: The Canadian National Railway own T.C.A. They 
own all the shares. 

Mr. Jackman: On that point why did the C.N.R. go into the T.C.A.? I under- 
stand your competitor turned a somewhat similar offer down, perhaps to their 
regret, but was that forced on you by the government, or was that something 
the board of directors of the C.N.R. wanted to do? 

Mr. Vauauan: As I recall it when Trans-Canada Air Lines was formed 
the government was exceedingly anxious that there should be an air line in 
Canada worthy of the importance of the country. They came to both the 
Canadian Pacific and the Canadian National Railways and offered each an 
equal interest in it. My understanding is that the C.P.R. did not take it 
because they could not control it. Many times since they would like to have 
had an interest in Trans-Canada Air Lines. 

Mr. Nicuotson: What sort of price would they be likely to offer if they were 
to get a monopoly of it now? 

Mr. Vaucuan: I could not say that, but Trans-Canada Air Lines has been 
a very successful operation. It is true they lost money last year, but that 
was not uncommon with air lines on the North American continent. I think 
you will get the full story in connection with Trans-Canada Air Lines in a 
few days when Mr. Symington comes before you. | 
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Mr. JAcKMAN: As far as its relation to the C.N.R. system is concerned did 
you want to go into it or were you the willing work horse to take it on? — 

Mr. Vaucuan: I think our people were quite willing to go into it. They 
felt that air lines were a coming method of transportation, and as the Canadian _ 
National Railway was in the transportation business it was felt that it would 
be better for us to control the air lines than to have a competing air line. 

Mr. JAcKMAN: That is the reason that the I.C.C. in the United States does 
not allow railways to go into it, because they do not want one form of trans- 
portation to control another form of alternative service. 

Mr. Cooper: It is not I.C.C., it is the C.A.B. 

Mr. Vaucuan: That was a government ruling. That was not the I.C.C. 

Mr. JAckMAN: As a matter of fact, is it quite fair to say that the C.P.R. 
did not go into it because they could not control it? Was it not a fact that had 
there been this joint operation or joint ownership the C.N.R. would have had so 
many directors, the C.P.R. would have had so many, and the Department of 
Transport, or the government, would have had so many, so that the Depart- — 
ment of Transport and the C.N.R. being one and the same at times— - 

Hon. Mr. Curvrirr: Not always. 

Mr. JAcKMAN: —would have control, and the other party would be in the 
minority. Is that not somewhat close to the facts? 

Mr. Vaucuan: As a matter of fact, I cannot tell you the whole story. It 
was not handled by me. I had nothing to do with it at the time. 

Mr. JACKMAN: You cannot say definitely the C.P.R. turned it down because 
they could not control. Perhaps they turned it down because they could not be 
an equal partner in the enterprise. 

Mr. Vaucuan: I understand they would have been an fod partner with 
the Canadian National Railways. 


Mr. JAckMANn: There might have been a third party. 

Mr. Vaucuan: There might have been. I have not got all the facts before 
me now. 

Hon. Mr. Curvrier: You can get all that information from Mr. Symington 
next week or the week after when he comes here. | 

Mr. VaucHan: Mr. Symington will be prepared to answer any questions 
you have to ask in connection with the T.C.A. 

Mr. NicHotson: With regard to the Northern Alberta Railway, how did 
the operation turn out last year? 

Mr. VaucHan: There was a substantial loss. Mr. Cooper has the figures in 
that regard. 

Mr. Cooper: The Northern Alberta Railway’s deficit absorbed by the 
Canadian National Railway Company in 1946 amounted to $495,000; and as 
that represents one-half of their deficit they must have lost $990,000. : 

Mr. NicHotson: How many years have you operated surplus there? 

Mr. Cooper: Three or four years of the war were profitable years for the 
Northern Alberta Railway. 

Mr. NicHouson: Some of the Aeople living up there argue that if they had 
their connection with the west coast it would operate on a profitable basis; 
have you studied that problem? 

Hon. Mr. Cuevrisr: That is the road from Dawson Creek to Prince George? 

Mr. NicHoutson: Yes. What are the prospects of completing that link? 

Mr. VaucHAN: That question has ‘been studied many times. We have not 
been able to discover any justification as yet for spending so large a sum of 
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money which would be necessary to build that line from the Peace River country 
down to Prince George. 

Hon. Mr. Cuevrrer: Have you seen the report of the British Columbia 
~ legislature on it? 

Mr. Rew: I wish to refer to the investments in various United States 
eon on page 20. Will those investments have any interest retirement 
value! 

Mr. Cooper: That information was given to the committee this morning. 

Mr. Rew: Oh, well, then you need not answer it now. 

Mr. JackMAN: Speaking generally, with regard to the talk of the line 
between the Peace River country and Prince George, would the traffic then flow 
to Vancouver on that line? 

Mr. VaucuHan: Yes, but there is a good deal of the grain from the Peace 
River country today that goes there because it goes down to Edmonton and then 
over our line to the Pacific coast. I do not think the people up there are 
handicapped to any extent. 

Hon. Mr. Cuevrier: There has been discussion with regard to a line from 
Dawson Creek to Prince George, the Pine Pass and the Peace River Pass, and 
other routes. 

Mr. VaucHan: That would involve the expenditure of a large sum of money 
on the P.G.E., because they have no connection from Quesnel to Prince George 
nor from Clinton down to our main line or the main line of the C.P.R. 

Mr. NicHotson: Do you remember offhand how many miles it is from 
Dawson Creek to Prince George? 

Mr. Vauguan: Several hundred miles; it would ‘be 400 or 500 miles. 

Mr. Jackman: Is that the black line on your map—the P.G.E.? 

Hon. Mr. Cueverer: There is nothing shown on your map. That is the 
black line. There were two or three projects, one from Dawson Creek to 
Hudson Hope, and then there was this other one through Pine Pass and another 
through the Peace River Pass. 

Mr. Jackman: Is that a matter of any immediate concern—that is the 
development of that line—or are you waiting for a large population to go into 
the Peace River district? 

Mr. VaucHan: The Peace River people, of course, are constantly pushing 
for the construction of that line because they feel it would give them a direct 
outlet to the Pacific coast. It would involve the completion of the P.G.E. and 
the expenditure of a large amount of money. They are able to get their grain 
out to the Pacific coast through Edmonton. 

Mr. Jackman: Most of the traffic arising in the Peace River country flows 
to the Pacific coast, does it? 

Mr. Vaucuan: No, there is a good deal flows east from Edmonton. Today 
the grain that originates there is directed to destination by the Wheat Board. 

2 Mr. Jackman: If the normal channel of movement were followed would 
most of it go to the Pacific coast? 

Mr. Vaueuan: That would depend entirely on the market for grain and how 
the elevator companies which owned the grain desired to move it. 

Mr. Jackman: But if shipping is free—and I presume it is getting freer 
all the time—is that the normal movement, to the Pacific coast rather than the 
long rail haul across the country? 

Mr. VaucHan: Yes, there is a substantial movement, mostly from the 
province of Alberta to the Pacific coast of grain. 

Mr. Rem: May I suggest to you that the company give some consideration 
to the valuable piece of property you have lying on your branch line between 
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the city of New Westminster and Vancouver, along the north arm of the Fraser 
river? The Vancouver industries are coming along until ‘that is a great — 
industrial area in British Columbia. Under a scheme in co-operation with the — 


Department of Public Works there is no reason why that land could not be filled — 
in through dredging sand in the river and it would make a very valuable — 


industrial centre which would bring returns as well to the company. It is on 
that branch line. That land is becoming valuable, but it would be of very little 
use unless it is levelled and filled in from the river. I am asking you to give 
that matter consideration. : 


~ 


’ 


Mr. VaucHan: We will give it consideration. We have a substantial 


amount of land available for industrial purposes in New Westminster. 

Mr. Rew: It cannot be used until it is filled in. It can be filled in and a 
double purpose can be served of dredging the river and putting that sand into 
the fill, and you have a valuable industrial property which will bring a return 
by way of rentals an dalso a return to the railway. : 


Mr. Vaucuan: I am not sure that I understand which piece of property : 


you mean. 

Mr. Rew: You know the branch Jine that goes along the north arm to New 
Westminster? 

Mr. Watton: Lulu Island? 


Mr. Ret: Yes. It follows the north arm for some distance. The land has — 


been low-lying for several years and it cannot be used, but most property owners 
and industrial concerns get sand pumped from the river into it. The C.N.R. has 


done nothing with that property, and yet they have a branch line there. The 
whole area is industrialized. Lumber and. other materials have been shipped 


from the north arm in large quantities. 
Mr. Watton: We had a request from our western region officials. I do 
not know whether that is the same piece of land that Mr. Reid speaks of; it is 


in the bend of the river. Material could be deposited there when dredging is. 


being done, and we have had that up with the Department of Public Works. I 
think I am speaking of the same place. 

Mr. Rei: Would you please take note of it again? 

Mr. Watton: Yes. 

Mr. JAckMAN: How soon would you think consideration might be given to 
the development of that Peace River railway—five, ten, fifteen years; or is 1t too 
far in the future? 

Mr. VaucHan: It is too far in the future. It would depend entirely upon 
the need for a railway and whether there were minerals and other things 


developed along the line of the proposed route which would produce sufficient 


traffic to make the line pay. 
Mr. JAcKMAN: It is very distant? 
Mr. Vaucuan: Yes. 
The CuatrMan: Is that all the discussion on page 20; what about page 21? 


Mr. Lockuarr: What is the actual position of the Toronto Terminals? 
Has any information been given? What is the financial position there? 

Mr. Vaucuan: It was not expected that there would be any return. That 
was mentioned this morning. The railway is owned jointly by the two railways. 
We get 5 per cent on the bonds. That is all. 

Mr. Locxuart: There has been a deficit, has there? 


Mr. Cooper: The Toronto terminal is operated as a joint facility with the 


Canadian Pacific. The operating costs of the Joint facility are divided between 
the two companies on a wheelage basis and the result is that the operation breaks 
even. The two railways pay sufficient to balance the account. vane | 
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i Mr. Locxuart: In other words it is fifty-fifty? 


Mr. Coorrer: The wheelage is not divided fifty-fifty. I think the Canadian 


_ National wheelage is more like 58 or 60 per cent. 
Mr, Vaucuan: But the capital charge is divided 50-50. 


The Cuarrman: Are those all the questions on 20? Any questions you wish 
to ask on 21, companies comprising the Canadian National Railways system? 
Carried. 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


Company 
Number 
1 
2 


CAPITAL STOCKS OWNED BY DOMINION oF CANADA 


Canadian aiondr- hallway COmpany os) eco sG seis (Ke oe tive vee he we $ 18,000.000.00 
The Canadian National Railways Securities Trust..................2- 380,403,604 .43 


$398 ,403,604.43 


CAPITAL StTocKS OWNED BY SYSTEM OR PUBLIC 


Owned by 
NAME or Issuing CoMPANY Company Capital Stock Owned by 
Number Issued Public 
Atlantic and St. Lawrence Railroad 
RDO VAe Sarees Wg 2 aN a Cay ate ee on aie 1 $ 6,302,340.00 §$ 111,840.00 
The Bay of Quinte Railway Company... 22 1,395,000 .00 
The Bessemer and Barry’s Bay Railway 

i (BEY St. DAB top ie no ars Adena yh etic MEN Rey tae deat 22 125,000 .00 

*Brooksay- Realty Company............ 28 2,000.00 

The Canadian Express Company....... 1 1,768,800 .00 
Canadian National Electric Railways... 22 1,750,000 .00 
Canadian National Express Company.. 2 1,000,000 .00 
Canadian National Land Settlement 

PGROCTAULOM oto un eae eas wiabacey sce 1 — 
*Canadian National Railways (France)— 

frances: * 30000000. sa eee wk eee if 1,893,573 .92 
*Canadian National Realties, Limited.... 22 40,000.00 
Canadian National Rolling Stock Limited 1 50,000.00 
*Canadian National Steamship Company, 

a at enh 22 Caspeyy ey no eA RSI Wena ERY 9 her aR a 43 50,000.00 

Canadian National Telegraph Company. 22 500,000.00 
*Canadian National Transportation, 
ab FET EN TROT (wees, Late la oath SNR vee tee he I 500.00 
The Canadian Northern Alberta Railway 
REOTAD AIG we ee Rhee en ee a eee ce he 22 3,000,000 .00 
Canadian Northern Manitoba Railway 
COED Vinci, whew aemtlar Naren Reka Siar aee Pes G a2 250,000.00 
The Canadian Northern Ontario Rail- 
WE PCOTIRTVATIV, fidiais co sck ere Remini Git ice ae anos +22 10,000,000.00 
Canadian Northern Pacific Railway 
WBOIN DAY cee edie sts MeL a ER 22 25,000,000 .00 
The Canadian Northern Quebec Railway 
COMP ADY ett Ai vercen > Gaeta ee Lee ee ok 22 9,550,000.00 3,849,200.00 
The Canadian Northern Railway 
AOI MATA ae ke hofaaiet e Hicetee Bene tee 1 18,000,000 .00 
The Canadian Northern Railway Express 
Company, slimeted, ta wwe. ee ee 22 1,000,000 .00 
Canadian Northern Steamships, Limited 22 2,000,000 .00 
Canadian Northern System Terminals 

(ASAIN WOE. ote eo iets nies ae ee en ae a 22 2,000,000 .00 
Canadian Northern Western Railway 

Ore dnt at Roni <i Ce ed tah a VN ee Nd ed ae eR 22 2,000,000 .00 
Cannar: Oils jingied toa aioe eae eee is 100.00 
*The Centmont. Corporation........:... 30 176,400.00 
The Central Ontario Railway.......... 22 3,331,000.00 
Central Vermont Railway, Inc......... n 10,000,000 .00 
Central: Vermont Terminal, Inc......... 30 5,000.00 
*Central Vermont Transit Corporation... \ 28 5,000.00 
*Central Vermont Warehouse, Inc........ VEMw. 5,000.00 
The Champlain and St. Lawrence Rail- 

POAC CUE DAE V Gt tins Sei Men toa Vacs 1 50,000.00 
*Consolidated Land Corporation...::::. - 46 64,000.00 
*The Dalhousie Navigation Company, 

Timited ..... Noe Peete Patel Patton 22 50,000.00 
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Capital Stock 


Issued 


2,000,000. 
100,000. 
3,100,000. 
200,000. 
200,000. 
3,000,000. 
24,940,200. 
20,000. 
501,000. 
20,000,000. 
25,000,000. 


373,625. 
1,000,000. 
1,000. 
1,500,000. 


125,000. 


“ 


Cavned ‘by 
Public 


6,925 .00 


$183,389,538. 


$183,389,538. 


500,000. 


30,000. 
500,000. 


128,600. 
400,000. 
100,000. 
1,000,000. 
500,000. 
197,300. 
350,000. 
236,000. 
5,000,000. 
161,293. 


? 


500. 
925,000. 
100,000. 


40,000. 
250,000. 


CaprraL STOCKS OWNED BY SYSTEM OR PUBLIC—Con. 
Owned by 
NAME OF IssuING COMPANY Company 
Number 
37 Duluth, Rainy Lake & Winnipeg Rail- > 
way Company......-..e+seee ce eeeees 39 
38 Duluth, Winnipeg and Pacific Railroad 
Company aay onl SE Lee yee ig ieee pen ay 39 
39 Duluth, Winnipeg and Pacific Railway 
Compa PW iw aeeat ed waa lmen EE aU ey x cee ae" 22) 
40 *Grand Trunk-Milwaukee Car Ferry 
GOmpany lie cas eee ees ae 46 
4] The Grand Trunk Pacific Branch Lines 
CUS NCERL Year ls a ip oa Soames 43 
42°. “The Cpatd Trunk Pacific Development 
Company, Limited .........-..++---- 43 
43 The ca Trunk Pacific Railway 
Sonat ae We eo aa ots ree ee si 
44 The Gard Trunk Pacific Saskatchewan 
Railway Company) ..ci4 aac ents ee 43 
45  *Grand Trunk Pacific Terminal Elevator 
Comp aly. {IM bed) se. aaa beet 43 
(Grand Trunk Western Railroad Company | 
46 } (Common) Sianu eae gene tees oar 1 
Grand Trunk Western Railroad Company 
(Preferred ) 563 22s. te aes See 
47 The Great North Western Telegraph 
Company of Canada (Including $331,- 
500.00° heldvin -escrow:) «2. 2s wee ok 15 
48 The Halifax and South Western Railway 
CUITIMRTLY  oieais, 6s os os eae eet eae 22 
40% *Todustrialb Land Gompany. «iste a 46 
50 International Bridge Company......... 1 
51 The James Bay and Eastern Railway 
COMDATLY coh Cuiten eile eae ns ge Picea see 22 
Carried --horward=. .oNn oe ose Osa eee 
The CHAIRMAN: Let us go to page 22? 
Carried. 
Browugnts Forward... 022s) 69a oan © 
52 The Lake Superior Terminals Company 
iriited ok Gee os ar et ome eee 22 
53 Mas ei ianes River Railway Com- 
gear UR ee PNET clive ols] wise os Mae af 
54 teeta Northern Railway Company.. 1 
55 aah ee Railway and Mining’ Com- : 
ON ae cite ne ope flats Z 
56 The. eee: and Manitoba Railroad 
Company i545 Sank we ene Namen Ze 
57 The Minnesota and Ontario Bridge 
Caninanry Gey. wack oe oats ae eee een aie 22 
58 Montreal ae Province Line Railway 
COMPATY e ss hare che ele ieee ine le 28 
59 *Montreal oe Southern Counties Rail- 
Way - COMPARY 1.55 so: canes ae eee oats 1 
60 The Montreal and Vermont Junction 
Hailway . Company vce. 06.5 ua cis eee 30 
61 *Montreal Fruit & Produce Terminal 
Company, lamited nti nek wee 1 
62 *The Montreal Stock Yards Company. . ] 
63  *The Montreal Warehousing Company.. 1 
64 Mount Royal Tunnel and Terminal Com- 
PAT, Sab ss ds chews y wary ats 22 
65 Ne ar Railway and Navigation Com- 
ATIC s cui Nhe gael shel ata AM Ae wie A two 46 
66 National Terminals of Canada, Limited 1 
67 National Transcontinental Railway 
Branch Lines Company.............. 1 
68 *The Niagara, St. Catharines and Toronto 
Railway. GOMpany ccus ae +a ene eo eee 22 
69 *The Niagara, St. Catharines and Toronto 
Navigation Company (Limited)...... 68 
70 *The Oshawa Railway Company........ 1 
71 The Ottawa Terminals Railway Company I 
72 The Pembroke Southern Railway Com- 


pany 


eceececreceeces cee ewe ereree ere ere ee owe ee 


107,800. 


00: 


00 


$ 3,967,965.00 


$ 3,967,965.00 


165,600.00 


12,240.00 
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CAPITAL STOCKS OWNED BY SYSTEM oR PUBLIC—Con. 


Owned by 
NAME or IssUING COMPANY Company Capital Stock = Owned by 
Number Issued Public 
Tee erinee Wupertyy Limited. (oc ee ee vey 1 10,000.00 
74 The Quebec and Lake St. John Railway : 
CO Dally. Wnts e poverty es eR eo tua be hy 22 4,508,300 .00 489,160.00 
75 The Qu’Appelle, Long Lake and Saskat- 
chewan Railroad and Steamboat Com- 
Daley ge Mes eee ee ee Re othe as 22. 201,000.00 
76 *Rail- & River Coal Company........... 1 2,000,000 .00 
ve | St. Boniface Western Land Company.. 22 250,000.00 
78 The St. Charles and Huron River Rail- 
Wil VY Se OIMPABY oy pees ee Oe ostcees pve 1,000:. 00 
79 SeavGialP 1 UNNe) OOM ADY Cea cas aie ws 1 700,000.00 
80 *The Thousand Islands Railway Company 1 60,000.00 
Si. =} Uratis-Ganada. Air= Lines. . ose. <n. cook 1 6,600,000 .00 
82 The United States and Canada Rail 
Rosd © Com panyiorie ova ose Crees 1 219,400.00 475.00 
83 Vermont and Province Line Railroad 
ELELERY, 30% 9 ee GO oe GN NDS sh RO ae een ae 1 200,000.00 
84 The Winnipeg Land Company Limited. . 22 100,000.00 


_ $208,768,731.92 $ 4,635,440.00 


The Income Accounts of Companies indicated (*) iare included in the System Income 


Account as “Separately Operated Properties.” 
*Treated as an Affiliated Company. 


The CHarrMan: We come now to railway equipment on page 24. 
Mr. McLvre: You should not miss page 23. 
Mr. Retp: Mr. President, the new bedroom car, what would such a car cost? 


Mr. VaucHan: A new bedroom car, today, would cost approximately 
$100,000. 


Mr. Ret: Is that your own design? 


Mr. VAUGHAN: To some extent it is our own design. We have taken the best 
from the designs of other companies in the United States and have modified them 
to suit our own conditions. 

Mr. Rep: I think it is a splendid ear. 


Mr. JAcKMAN: Has the manufacture of rolling stock equipment, including 
locomotives for foreign countries, using Canadian credits to pay for them, inter- 
fered very much with your own requirements? - 

Mr. VaucHan: Well, I think during the war, perhaps it did. I do not 
think it is doing so now. 


Mr. McLure: When I was referring to this page 23, I was looking at the new 
Canadian National day coach. I was just wondering how long it would be before 
the line from Sackville to Tormentine might have a coach like that. I mention 
that for this reason, passengers coming from the United States or from Montreal, 
Toronto and other points, come down on a beautiful train, the Maritime or the 
Ocean Limited. These people travel in wonderful accommodation right through 
to Sackville. They get off at that point and, presumably, they are going to Prince 
Edward Island. They look for the Island train and, I do not know whether Mr. 
Vaughan has ever seen that Island train— 

Mr. Vaucuan: I have seen it many times. 


Mr. McLwvnre: It is a terrible, a disgraceful advertisement both for the road 
and, more so, for our province, when they have to get off these beautiful trains 
and then get into what is really a cattle ear. I know that from travelling many 
times, so I know what I am going to meet. 

Mr. VaucHaANn: Of course, you can get a sleeping car right from Montreal. 


Mr. McLure: Once we had that sleeping car, yes, but we should have an 
additional coach, something like that, or even if you gave us one of the cast off 


# 
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ones you have up here instead of these which we have down there. They are 
really terrible. . 
Mr. VaucHaNn: We are trying, just as fast as we can, to rehabilitate our 


equipment. When that is done, we do hope to replace some of these types of. 


cars which we know are not satisfactory. We simply have not got the equipment 
at the present time to do it. We are working towards that end. 


Mr. McLure: Mr. Lapointe said yesterday he was buying up all the fifty 
year old cars. He might come down and buy some of these. 


The CHAIRMAN: Are there any more questions on page 24, railway equipment? 


Carried. 
RAILWAY EQUIPMENT 
December Additions Retirements Conversions December 
31, 1945 During During During Year 31, 1946 
Year Year Added Retired 
LOCOMOTIVES eS 
Passenger—Freight ........- 1,975 7 1 1,967 
Rr TOMI CG ery binels eee oe em 523 2 1 522 
TOV SC EE Te Sana \s tlhe gee ee Roe nach ese 24 : 24 
Oi eeErne er a, cas Liles oes 37 16 3 50 
Motel Seca econ whee 2,559 16 12 1 ah 2,563 
FREIGHT EQUIPMENT 
Bae Fc eis Brags @ acne ee 70,901 856 750 26 341 70,692 
Berek ae © hs oaks ook Se oes Didve 29 . 33 5,312 
OCA AS A Nye leae a tiene ime 3,037 8 3,029 
oa alia 2s ob wae as Sime 15,661 94. 5 15,562 
RN AMOS cas: cooks ais asus a state 142 of ae 141. 
Refrigerator Cars ........-- 3,205 1 8 3,198 
Chiboose Care. Lie ses oes Gisy wta ayy ts 35 1,613 
Other Cars in Freight Service 10 3 3 10 
“LAP sR iy ee A 99,977 857 928 30) 3879 99,557 
PASSENGER EQUIPMENT 
hg eR iia We a aren bo pel eee rely rae 1,196 pee 30 1,145 
Combination  Oars< 5 6.20 oes 270 4 266 
DM e VB PS ie ete ieee eee es 96 96 
Egil a cof Oh Met alert RSLs EN 190 1 189 
Parlom Gare cs Anas Ge oes 47 3 50 
OE Weak 6 espe iny TRI ar a epee aire 28 : 28 
Sleeping Cars 22... 6. yw een 302 3 1 2 298 
POnNiet MAPS Moan os eye aie ea 46 1 47 
Baggage and Express Cars... 1,042 D2 14 1,050 
PoebaieGare 462 v.26 a eee 49 49 
nit Mar sia. o. eee se ess ys 40 2 1 nati 
Other Cars in Passenger 
Serydice ne Cte takes to ware 65 1 6 58 
PEO GAN cat, Getic cua was 3,071 22 46 5 39 Sle 
Work EQUIPMENT 
Cars in Work Service....... 7,444 20 385 « 385 2 7,462 
FLOATING EQUIPMENT . 
CA eTRICS tiie cee. SH es alstaes 8 8 
Ste anes ies! esas ood woes 5 5 
RA ee eth iyetaca ys gases pet 3 4 4 
3 3 


* Previously under lease from Arms-Yager Company. 


The CuairMAN: Next is operated mileage on page 27. 

Mr. JAcKMAN: Just on the equipment, Mr. Vaughan, do you find in order 
to meet competition you have to be a little more, I will say, ultra modern, over 
there than you do in Canada and spend more money on rolling stock, passenger 
equipment particularly? 
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Mr. Vaueuan: You are referring to our lines in the United States? 

Mr. JACKMAN: Yes. 

Mr. VaugHan: We have not done so as yet. We have good steel equip- 
ment over there the same as we have on our major lines in Canada. We 
have been considering the desirability of running streamlined trains between 
Detroit ‘and Chicago where we have dense populations in both cities. We 
have not come to any conclusion as yet. Those new trains are very expensive. 
By the time you buy diesel engines and streamlined cars you have an expendi- 
ture of nearly 14 million dollars in one train. 

Mr. Jackman: Competition has not forced-you to do so yet? 

Mr. Vaucuan: It has not forced us to do so yet, but it may. 

Mr. Watron: We have not yet, on the United States lines, anything which 
compares with the cars about which Mr. Reid has spoken. 

Mr. Moorn: Has the Canadian National made any decision as between 
streamlined diesels and streamlined steam locomotives? 

Mr. VaucHan: No, sir, that is something we are studying very carefully. 
We have, as you know, many diesel switching locomotives in service. We are 


purchasing more. We have, in Canada, at the present time, a couple of diesel 
road locomotives which we are testing. We will probably know, after we test 
those engines this summer, whether or not they will be suitable for any of our 


particular services. 


Mr. Moors: Have you had them on your continental runs yet? 


Mr. VaucHan: Not as yet. 
Mr. Ret: 


May I call your attention to something which the Canadian 


Pacific is doing on the line between Kamloops and the coast. There is a place 
called Hell’s Gate which is one of the wonders of the continent. at which fish 
ladders have been established by the International Fisheries Commission. The 
Canadian Pacific has made that a regular stop. The people get off the train 
to look at them. We are beautifying this place to encourage tourists to visit 
the spot. The Canadian Pacific stops there but the Canadian National does not. 


Mr. VAUGHAN: 
daylight. 

Mr. Ret: 
Pacific has a local? 


That is because our trains do not go through there in 


You have no local going through there, but the Canadian 


Mr. VauanHan: That is the reason, we have no trains going through there 


in daylight. 


The Cyamman: Any further questions on statistics of rail line operations 


and operated mileage on pages 26 and 27? 


Carried. 
STATISTICS OF RAIL-LINE OPERATIONS 

TRAIN-MILES: 1946 1945 
Mreight Service i isomers havc cr eel ene ee here ree te ress 41,817,432 43,381,957 
Passenger Service os. .seces cess cece tree e nes ee steer t teste 23,581,125 24,600,264 
atin Listen votes te aay hee ane cunt ra atepwrsieinas. wal avtues oly he ahah ee 65,398,557 67,982,221 
ie COT ViGe einai tt tiah cas eesti ere eke LE be ee Nae © Re wre ee ee 1,583,828 1,732,082 
PTs Lae ak ee te aoe arn ei etoee Re anes Sia tg SS RUN ok. hee oe ea, 88 66,982,385 69,714,303 

LocoMOTIvVE-MILES: 

Breight. Service ys fous yan’ gr salto os <tc Cb eee ine wie ee Seo ws 44,374,635 46,392,068 
Passenger ROrec A Glee. Pr hi oRaT wee Riad wie eiese singin wee 23,380,822 24,382,258 
Train Switchingo—Freight) -. 2.00 legs. ce cee ee ete eet 3,797,979 3,659,667 
_ Passenger .....---+-++-: PAN aah goat en ere ea ae 118,597 104,120 
Yard Switching Freight wi .6. 66... eu cece ee eee eee ees 15,339,794 15,247,844 
LS PASSA TELT a visischecreMhiys se sieve ies mck e & orale fh nel pce “s 1,647,359 1,474,192 
Total RZe Sanh ons cep ca opi a ica aL MC a aha ae en a es 88,659,186 91,260,149 
AMG: CELVICC Ol chee ole ein ed tee wk afals CUM om Saw eer Papeete e.° 2,154,186 2,402,612 
aS Ay Re Galas CI aes eo Pe ae BA, CARL Ue is Ge Yo Ce 90,813,372 93,662,761 


88477—5 


oT, *% is. 7 BS 
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STATISTICS OF RAIL-LINE OPERATIONS—Concluded 
ity ee 45 
‘CAR-MILES—FREIGHT SERVICE: 1946 194 
Dosded? Preigh t= arse scaa oko at athe? ek tego remy 1s cnet ae 1,140,162,216 1,173,624,393 
i ar a ep AN ote Che Neha g ee Bid ana 477,233,755 528,469,997 
Empty Freight Cars ..... 2 acti ee ae a : 
Passenger Coach «and Combination Cars ..i. 2.06 0e... ee 6,605,024 6,956,586 
Biceping, parlor: “and Observation? Care ccs pan «ee oe 308,517 313,716 
TOENAILS rear erly a teats ay ACen One ema ees onde yet Seat eg 20,328 - 15,796 
OthereCare Sakis Pie ir eat caer, OREO teehee ame ny aan creer 6,851,524 6,789,874 
COA OORE ur ac ales ex Shaler herpence te aah cee eae tin tds a co aed a ee aces 41,314,017 42,490,621 
EP OG aL: oe A forint gis ec oa ake Rae a ened AR eee ee, eG 1,672,495,381  1,758,660,983 
Car-MILES—PASSENGER SERVICE: 
hoaded: “Hreimh t, /Oard 02... Sng taiee ka ote Ne Duet ern 213,046 386,155 
Empty Freight Gars ...... TAG Sieh a pero dieas mech ane Tea Sent ee 29,597 162,865 
Passenger Coach and’ Combination Cars’. 3.000024 Vs. 22. 67,830,334 81,828,393 
Sleeping, Parlor, and..Observation, Care). si... eo 54,245,384 61,263,172 
Dine Cars 0 oo. lint Coe ee ee ee le a 9,189,041 11,440,316 
Obnere-Camg sche Ne Uk Gulia meals tee un ne tees eo Pee eee 70,863,420 69,802,421 
MotormUnit. Gara) 0 eso-6. boa aan A heels a ern 890,569 92.720 
IAD OOBE Seales wat ates als tee thers Meare eae nS Pee LN NR atte 1,147,231 1,669,296 
SW eas Ae Renta SOMO ALIN MON OME EM MRAE) dda PoE eee’ ty 204,408,582 22140 20,048 
CAR MIILES-—"TOTAL 45.100. Ghee dba Roe ae ee gee 1,876,903,963  1,986,186,326 
Worle Servite tie pie. eraheio wee tha re Re er eeu 4,598,630) 3,989,987 
OGRE Sroka on acest UU aU Nes cls Coen see Sig ee cen tee ne a ase arena aR 1,881,502,593  1,990,176,313 
AVERAGE MILEAGE OF ROAD OPERATED ...........cceeececcceecen 23,437-12 23,498: 36 
FREIGHT TRAFFIC: 
Tons ‘carried —Revenue freight /n duh. ae ee Se 78,950,008 79,941,296 
Tons carried one mile—Revenue freight.................. 30,811,920,078 34,599,518,473 
Preraiiarevenien vey, sy er en on etd eee a eta $300,313,199 316,533.329 
Pevenue (pent ton ake 1ao oN usr cecal | hohe t ee ae ee $3-80384 $3:95957 
Revenue percton smile. / Sy iry4 es aly ein eae ee ee $0:00975 $0-00915 
Miler “per -reventie toh oi. hoa ook ee cen ee ee ana es 390-27 432-81 
Ton-miles—Revenue freight per mile of road ............. 1,314,663 1,472,423 
Tonsmiles— All: freight’ per: mile of road... .6 6.06128 1,425,942 1,589,767 
Gross-ton-miles of cars, contents and cabooses ............ 71,654,047,848 77,301,216,775 
Net ton-miles of freight (Revenue and non-revenue) ...... 33,419,975,710 37,356,916,946 
d@rain-hours in, freight ‘road service. ..).2.. 00... ec... ek. 2,723,640 2,850,886 
PASSENGER TRAFFIC: = 
Passengers CETTE ecte te vas Bie a she Sauer aa te err ae tts ee ae EEE 22,320,490 30,370,680 
Papsenpers’-carried-one) mile. 1.502% Sey © iene ae a 2,289,022,387  3,338,197,658 
Eigsaencen revere. 0. at wt sane Peat Me ibe in ele ee $50,128 223 $65.199,923 
BevVeIe DET, passenger et, ks ols, | ee: eee Ne $2- 24585 $2-14680 
Miles per revenue DASSENS OT Sos a ee eth et sees Phe 102-55 109-92 
Revenue per. passenger. mile), a4, oven oka a ee ee $0-02190 $0°01953 
Pasmeugerdusles: per mile. of ‘roadie s ae, Be ey ee 97,6167 142,061 
Net RAILway OPERATING INCOME: 
Gross Revenue per MWe OL POadern ye Cee ce th ees $17,091.95 $18,459 .73 
Gross Railway operating charges per mile of road ...... $15,745.41 $15,571.11 
Net railway operating income per mile of roadsct e eae $1,346.56 $2,888 .62 


OPERATED MILEAGE, 31st DECEMBER, 1946 


Territory Owned Leased Trackage Total 
OPERATED ROAD MILEAGE 


Seaplane enw aie 2,986-85 6-41 82-95 3,076-21 
CentralsyRevion. 9 oe. hee 7,089-00 353°13 27°85 7,469-98 
Wieern MReston «, ent kenny aie 11,427-18 34°84 64-07 11,526-09 
Grand Trunk Western Lines...... 903-19 9-50 59°75 972-44 
Gentral Vermont Lines,::::::)2.: 237-92 125-18 58-73 421-83 
Total First Main Track...... 22,644-14 529-06 293-35 23,466-55 
Lines in Canada MORO SaaS ae 2) 21,287-60 292-05 170-48 21,680+13 
Lines in United States.......:... 1,356: 56 307-01 122-87 1,786 +42 
OPERATED MILEAGE ALL TRACKS 
iven iain y Tracks a mie 22,644-14 529-06 293-35 23,466-55 
NeColins SEA rE nd neicleo. 4. wee 1,218*37 9-34 85-42 1,313-13 
a arden MEY ack felon reset ange 26°65 ae 3°49 30°14 
Fourth and Other Main Tracks... 10-78 avec 5:09 15-87 
Spurs, Sidings and Yard Tracks... 5,926 -39 172-79 1,178-51 7,277°69 


Total All Pratka 3. 626 2.42% 29 826-33 711-19 1,565°86 | 32,103:38 


— 
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The Cuamman: Then, we come to page 28 which is headed disbursement of 
total operating revenues and expenses, employees and their compensations. 


DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES 


Operating revenues Operating expenses 

were disbursed :— were disbursed :— 
1946-—% 1945-—% 1946—% 1945—-% 

TSA TSCHMT Ree epee wade bud we See bepuni nine §) ee 55-10 47-19 61-79 57-61 
[TT St peace tact Se TR ge cs SOE er ae a 9-65 9-77 10-82 11592 
Other Expenses ..........eeeeeees 24°43 24-95 27-39 30°47 
Total Operating Expenses ..... 89-18 81-91 100: 00 100-00: 
Available for Taxes and Other 
ATCCOUDILRYS oooh ene obitne 0 slate metre tek 10°82 18-09 

otal. Meee os Sa ati ee 100-00 100-00 100-00 100-00 
Maintenance of Wiay Accounts ..... 16-76 16°21 18-80 19:79 
Maintenance of Equipment, Accounts 18:41 17°70 20-64 21-61 
BUA TTi es N COO LILES ee el ness Sates oaks. agitate. 1-77 1-39 1-99 1-70 
Transportation AGCOUNES > of oc joe clare ee 46-27 41-30 51-88 50: 4.2 
Miscellaneous Accounts ........... 1-18 1-45 1-32 1-77 
General Accounts: Wi ..5 ws. sinc istecseleie s = 4-79 3°86 5-37 4-71 
Total Operating Expenses ..... 89-18 81-91 100-00 100-00 


EMPLOYEES AND THEIR COMPENSATION 


, *Average Number *Total Payroll % Inc. over Previous Year 
Year of Employees Employees Payroll 
FSO eet pe alan orig dis @hite potent as 78,129 $122,354,101 
ON We alee BE Dias ae RNR ND ae PN 82,831 132,584,063 6:02 8:36 
(RN hehehe Soe ie ans ne ae 89,536 153,654,368 8:09 15:89 
De Barrens cee ye Spee eyaerig nce 94,592 177,042,773 5:65 15: 22 
Ee ears lire oder aI RTD wines 101,126 195,555,045 6:91 10°46 
Ba erin. ons ferero seo Gerele 5 taeo dap 102,764 222,649,839 1-62 13-86 
OAD eee aoa a Pepe eis ds Bohan 105,624 220,507,637 2°78 0:96 
POAC Res cones seid Holes ee 2 105,353 237,335,781 0:26 7°63 


*Includes railway, express and telegraph employees. Excludes hotel and subsidiary company 
employees. 

Mr. JackMAN: Just on that breakdown of the dollar in operating expenses, 
labour is down at 55:10 per cent. Many of the other items do embrace some 
labour, would that not be so? 


Mr. Cooper: When you speak of the breakdown in operating expenses, 
labour is 61-79. 


Mr. Jackman: But fuel also embraces quite a bit of labour. 


Mr. Coorer: No, fuel would be material, but the other accounts would 
involve some labour. In our stores department, for example, we charge the wages 
of store employees to material stock. Then, it is added to the issue price and it 
goes in as material rather than labour. These are the usual statistics. It is 
really the direct payroll charge to the operating expense account. 

Mr. Jackman: But you have not got a breakdown of the dollar that you 
get in. 

Mr. Coorrr: ‘Yes, it is over on the left hand side, Mr. Jackman, that was 
the figure you quoted first. 

Mr. Jackman: But you have not got it divided as between labour, taxes, 
and return on investments. 

Mr. Coorrr: It is all down there, labour, 55-10 per cent; fuel 9-65 per cent; 
other expenses 24-43 per cent; total operating expenses, 89-18 per cent, leaving 
available for taxes and other accounts 10-82 per cent. 
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Mr. Jackman: I know you have it here but in many of those items, you. 
mentioned stores, there is a labour content there. 


Mr. Coorrer: A small labour content. 

Mr. JAckMAN: And the purchase of stores, etc., all have labour content. 

Mr. Cooper: In the final analysis everything is labour. 

Mr. Jackman: In other words the percentage going for taxes and for capital 
return might amount to 3 or 4 cents out of the dollar. It would have to be an 
arbitrary estimate. 

Mr. Coorrr: I think the answer is 10°82 per cent. 

Mr. Nicuoutson: There was a small increase in the total number of 
employees in 1946. Have you reached the peak or what are your forecasts for 
1947. 

Mr. VaucHan: We had a few less in 1946 than in 1945. I think our 
employees will probably run about the same in 1947. 

Mr. Emmerson: The same as 1946? 

Mr. VAUGHAN: Yes. 

Mr. Emmerson: Does that number of employees include temporary 
employees? } 

Mr. Cooper: Yes, the employment figure is arrived at by making a count on 
the 15th of the month. 

Mr. Emmerson: Each month? | 

Mr. Cooper: Each month, and dividing the total by twelve. 

Mr. Wauron: That would take in the temporary men. 


Mr. McLurs: I understand you have taken back new employees in 
addition to the veterans who have returned. 


Mr. VauGHAN: Yes. 

Mr. McLure: Possibly some of them were not in your service previously. 

Mr. VAUGHAN: Yes. : 

Mr. McLure: But preference is still being given to the veterans? 

Mr. VAUGHAN: Yes, it is. 

Mr. Nicuouson: Is there any trouble recruiting employees for the railway? 

Mr. Watton: We have been short in the shops. 

Mr. VauGcHaNn: Outside of mechanics we have had no difficulty. 

Mr. NicHotson: How about the running trades? 

Mr. Vaucuan: There are plenty available in the running trades. 

Mr. Murcu: Has there been any relaxation of the apprentice regulations 
in the shops? 

Mr. VaucHan: The old apprentice arrangements had to be suspended. in 
the shops during the war because the men were not available, but they have 
been restored. 

Mr. Mutcu: Restored as they were in 1939? 

Mr. Watton: Yes, the full apprenticeship program is working at the 
various shops. 

ae Murcu: Is there any difficulty in getting as many apprentices as you 
want! 

cae Watton: No, I would say at the present time, the supply was very 
good. 

Mr. Lockuarr: I presume, Mr. Chairman, under this heading I could 
make a brief inquiry with reference to the employees, the old veterans as 
we might call them, who had been superannuated and then called back during 
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the war, but some of those were not physically able to assist you. You have 
quite a number of them who were not able to do any physical work. They 
receive a certain amount in the way of pension. 

Mr. VauGHAN: Yes. 

Mr. Locxuart: What I am asking is was anything done during the latter 
part of the war to give them any further compensation in lieu of the usual 
cost of living bonus that we know or did they get no further remuneration? 
Did they just get their pension? ; 

Mr. VaucHan: They got the usual remuneration when they came back. 

Mr. LockHart: I am speaking of those who were physically unable to 
come back. 

Mr. Vauacuan: No sir, we did not increase the pension. 

Mr. Lockuart: You did not give them any consideration at all? 

Mr, VaucHan: No sir, not in the way of increased pensions. 

Mr. Murcu: Just one other question with respect to the apprentice 
regulations. Do you know if any credit is being given towards the shortening 
of the apprentice’s time in the case of those chaps who come in having qualified 
in the armed services as mechanics? 

Mr. Watton: The arrangement made in that respect, Mr. Mutch, was 
that any man who had been working for his apprenticeship and went into the 
armed services was given full credit for the time he was in the army if he was 
engaged in work that was of a nature that could be considered a continuation 
of the work he was doing in the company, such as a naval artificer, and work 
like that. If he went into some branch of the service which did not help quality 
him say, as a machinist, then if he was an apprentice his continuity of service 
was preserved but he did not get credit for those years spent in the army 

so far as his apprenticeship is concerned. If that were not done we might have 
a man with a five year apprenticeship record which would work out that he 
had been in the army four years and he just could not qualify ‘as a competent 
mechanic. We thought that the best arrangement had been made, consistent 
with qualifying him for his trade. 

Mr. Mutcu: The position is clear with respect to those in the service of 
your company, and as you say it would not make for efficiency. There were 
however, boys who went into the air force where they had an excellent 
opportunity of qualifying as machinists and in other mechanical trades. They 
came out, some of them, with a rating as high as master-mechanics. My point 
is if some of those boys should desire to come into the shops anywhere, do they 
have to begin all over again? 


Mr. Wauron: No, a man like that would not come in as an apprentice. 
If he is an experienced man he can be hired as a regular mechanic. 

Mr. Mutcu: Without going through an apprenticeship? 

Mr. WALTON: Yes. 


Mr. McLure: On that question of apprenticeship, due to the centraliza- 
tion in Moncton, and due to our work in Prince Edward Island, it will only be 
a matter of two or three years until we will not have a mechanic in the railway 
shops whatsoever. I wish to bring this question up before the president here. 
Is there any way we could be allocated a certain number of apprentices who 
are desiring to go in and learn a trade so they can get a position and become 
_apprentices at the shops in Moncton? 
Mr. VaucHan: You mean to give them the opportunity in. Moncton of 
becoming apprentices. 
Mr. McLure: Yes. 
- Mr. Watton: I can give you some information on that particular point. 
We have not checked up recently because the regular apprenticeship arrange- 
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ments were disrupted during the war and they are only now getting back to 
the ordinary flow but some years ago this particular point was the subject of 
some correspondence with our regional officer. At that time, a plan was being 
followed where the recruiting of apprentices was done throughout the various 
provinces in relation to the population. ; 

Mr. McLure: That is what I would like to see happen. 

Mr. Watton: That is the scheme we followed during the years prior to the 
war but I have not had occasion to check on it recently. 

Mr. VaucHan: We will check it up just to be sure the original instructions 
are now being carried out. 

Mr. Emmerson: I want to ask if apprentices are now being taken into 
the shops? 

Mr. Watton: Yes, as they are required. Just what the numbers are is 
something I would have to look up. : 

Mr. Emmerson: ‘There are some being taken on in some of the shops? 

Mr. Watton: Yes. 


The CuHarrMAN: We have pages 30 and 81 before us, revenue tonnage by 
commodities. : 


REVENUE TONNAGE BY COMMODITIES 


Year Year Increase or 
1946 1945 Decrease 
Per- 
Tons Tons Tons cent 
AGRICULTURAL PRODUCTS: 
AN Tide ters. tetera at eeu Rcd Way SPO alias Pay mle 5,630,365 8,836,831 3,206,466 386-29 
(SO TRS ee oa a Ree ae a ee oe Wi PA ya Ria at ile Ub LS aaa 442,397 470,431 28,084 5-96 
AE ae ie see ise hc "sR ea ahs eee Os ers oe eee 1,724,535 1,853,887 129,852 6:98 
AS Leyes a ia tenia ie Cetin ce. cid ahs te ee tega eh cue ae Core een 151499587030. 197 228,244 16-66 
ACO Bin Ler ce eon d tats Levee alacc™ ony wintelnln te, 4 eke veyace One vaaaees 76,929 Egat 8,298 9-74 
LOR OOCE tao, cosa eiskal eee ote ae Sd oe a he oe era este a 104,275 116,848 12,573 10°76 
Other Grain (including dried peas, beans, soya 
IANS) Oar wee eT 2 PRERIN Sh aed amar a anes tg 166,668 155,894 10,774 6-91 
OOUUTON SUG stacey Oo Gc at Seo or aa eb ok ty Sed Gla eta te Get oeroeen tee ar ee 1,216,415 Pilg 39,1388 3-32 
OihereMill’ Prodicts Gece. ieee ee ee Py Oe aS 2:230, 176.42 2,020,249 114,927 5-42 
yA SEPA Wee Pieces ae eet ote ucla eh ie hes tecrreaans 242,828 253,578 10,750 4°24 
ODEO Ties ee Ghat cieeca sent Wn auie ghee Orel orion aadg atte yes ekage ae 92,383 79,755 12,628 15-83 
Aphles © (1 pesky ils fic ce owe ties selva hors Sau als tea orn 110,715 91,224 19,491 21-37 
Cohen sy Fraite: (Ereshg Ca ae ees eas ve ane Gare aa tine 470,823 432,482 38,341 8-87 
POGCALOCS ART DEL she ase G MIS Gea ee oie doe a te wie weaeaetend 397,721 AVL ST? 18,851  $-87 
Others Hresh* Vewetables:s 0 ose xec es siales ewe aber 262,100 261,268 832 0°32 
Other Agricultural Products (excluding dried 
peas; béans, soya béans) ©1646 pees We eee 747,320 725,845 21,475 2-96 
Total: aye Soh Sears ee kee wenn ee eS 15,062,603 18,442,565 3,379,962 18-33 
ANIMAL PRODUCTS: 
FL OTSES EA RCS Cie Ek ele cin oe eats Pueieee 68,869 46,296 22,573 48-76 
Cattle sand 1 Caliv.ee iia case a eect a tele Biavere lores onetun saan 390,505 398,994 8,489: 2.18 
Sheep peer oy eh eer es Pm a ee ise ea raed oF 27,983 27,136 847 3-12 
PUG ESE Nae Rane Dice a a ete OPA MEL sels & aaa aeeeS SOR ae oe 153,108 218,802 65,694 80-02 
PORE CULV OC) a ae gis te do ce io Nitros oven ce isis rola tae 990 2,431 1,441 59-28 
Dresséd Meats or Dressed Poultry (fresh or 
TTOZOT ca eee hs ate ails Wee Tete Sk at ee Ceo 230,219 294,449 64,2380 21-81 
Dressed Meats (cured or salted) .............0- 132,800 233,454 100,654 43-12 
Other Packing House Products (edible) ........ 55,474 aoe 13,097 30-91 
i IM sqrsc 03:3 Seen SOR aR PCa ees ingest at yh COUR AN ects ah: 73,970 91,125 17,155 18-88 
eabGer a tov soo Wel ee Pe Sage ak Se Bol aaa wine eae a eee 50,205 65,345 15,140 28-17 
OU GERE eo 2 es asa aaerehs Mae ee ks ap Ev nesses ae 61,519 88,219 26,700 80-27 
PUVONL Mest d Sooteicl wcdear sunt Sue ocean re teh ans cre Wie ee 72,043 67,404 4,639 6-88 
Erigesaand eather. so. ian soc Pe Die ak eae ales aoe ae 85,239 85,696: 457 0°58 
Other Animal Products (non-edible) ........... 127,285 114,463 12,822 11-20 


PEOGAL: Wire te ait wee asetetste ape erl maa sick eee Parades 1,530;200 7 4177 6,191. 245,982 18-85 
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| REVENUE TONNAGE BY COMMODITIES——Concluded 
‘ Year Year Increase or 
1946 1945 Decrease 
er: 
Tons Tons Tons cent 
MINE Propucts: 
PA TIMER AGEL C MUG biome, Mi tea ire, our ae Meet a ah bs, 3,077,841 2,095,409 982,432 46-88 
! ICOM NOUNS CODE pies eta ee ey era ic ea eens dike 9,882,636 9,193,585 689,051 7.49 
Sub-Bituminous Coal and Lignite Coal.......... 1,836,392 1,823,304 13,0887 20.72 
Eee BS hale See ey IS cpanel et a aN an er eee 1,274,250 1,472,883 198,683 18-49 
Tron Ores iand* Concentrates... 604). Soe rad 977,456 646,270 331,186 51-25 
VoppersOre. and.Concentrated...o0% mci ee es 161,310 181,605 20,295. 11-18 
Other. Ores ‘and Contentrates:..6. eo. ee ee 1,348,638 2,033,078 684,440 33-67 
Base Bullion, Matte, Pig and Ingot (non-ferrous 
TOU U PMS) Sen eae Me coins, w entact ae ote. Se Rs Meo 506,658 819,398 312,740 38-17 
Dal wane GHaAvel* a tysseede tuk tec ie hes 1,944,218 1,438,943 505,275 35-11 
Stone (crushed, ground, broken).............2.. 2,030,272 2,009,009 21,263 1-06 
Slate, Dimension or Block Stone............... 103,640 70,984 32,656 46-00 
TICC ue OOUL ORE UI Mee oa relets PLL ce Gc ae ek ieceae 523,124 606,176 83,052 13-70 
Asphalt (natural, by-product petroleum)........ 268,972 199,882 69,090 34-57 
Dg ib teer ee rises ens ip Su rant ee me a Peis S1La2 te 567,193 51,920 9:15 
Other Mine Products (not fully processed)...... 1,440,335 1,042,179 398,156 38-20 
EG gree cc terre crn a Cet Cee Mente) 25,891,015 24,199,898 1,691,117 6-99 
Forest Propucts: 
oct Poste, Poles oPilineye pee Se omg ee 988,519 677,158 311,361 45-98 
Cordwood and Other Firewood.................. 553,648 580,163 26,515 4°57? 
PENCE s A nds Mr eres Neen nn ben ga oar 56,505 61,290 han So 7-81 
Pulpwood ...... shea ae ema sr Fer e e 4,842,085 4,104,087 737,998 . 17-98 
Lumber, Timber, Box, Crate and Cooperage 
WEA LOTTA Tale Ne ce a LER lane to sess 4,461,841 4,090,454 371,387 9-08 
Ophers Rorest Productes:s oy nec. bok eee ce ae 254,088 252,371 1,717 0:68 
J ReLie TR) Tanen terqe @Ghe So «aoa eR PRA OM a cieyt Gates 11,156,686 9,765,523 1,891,163 14-25 
MANUFACTURERS AND MISCELLANEOUS: 
ASOLENE RPAH, wees rs ue ae cat egy toe 1,726,698 1,391,244 335,454 24-11 
Petroleum Oils and Petroleum Products (except 
asphalband -easdlene eos cue lh oe eo, 1,382,975 1,769,601 384,626 21°76 
SHEE gh Sy RO. SP a SY aac i Seis OEE a 294,174 375,950 81,776 21°75 
LTOIPEE dee A Gislooii ii Wrise vee vor ae ee Soe ee te 290,772 288,527 2 245 OL 7S 
Pbasiog tice Pasteniness 2s wre mae ee ark Meat 48,110 61,635 18,525 24-94 
Iron and Steel (bar sheet, structural, pipe) 1,479,516  +1,733,839 254,823 14°67 
Castings, Machinery and Boilers .............. 308,264 259,747 47,517 18-68 
, OCD Trai een | eee Newey: eae ei Nd lay eek yt 728,357 488,525 239,832 49-09 
: Biickrand Avuinichalestones, uoc.a oh cks ane oak 309,630 Zhe ey ii 95,854 44-84 
| LUBE MAT ee Asbeia re arty, isan Naser hrc a 371,760: 367,387 43738) ei sl® 
;. Dewerebiperand’ Draing Tiles Gin tu re ee 36,479 30,085 6,394 21-25 
: Agricultural Implements and Vehicles other than 
4 SEW TTS 53) 20 ay ge Cate eC > a AY RETR eee aE ae 249,980 228,674 21,306 9-32 
Automobiles, Auto Trucks and Auto Parts ..... 1,255,043 1,701,549 446,506 26-24 
‘ “ Household Goods and Settlers Effects .......... 26,815 20,268 047 32-30 
. MOVRICICOD ge ee. ey es SR ea ae ee 64,680 49,525 15,155 30-60 
eV Gears ry ny Meiee Geant Cua reo Symes a an Se 506,792 473,298 33,494 7-08 
r Hectilizers Al cK inde spec, obs pee et ee 1,266,345 1,130,242 136,103 12:04 
4 Pow sp Litter a Der ie lanier actin cu eeee ae ah. 8 1,833,686 1,462,742 370,944 25-36 
j Opens aper waco. ec AHe ts pers? tw ty ae 419,293 317,307 101,986 32-14 
Paper Board, Pulpboard and Wallboard (paper). 440.603 400,422 40,181 10-03 
; W000 DH Dame. Sot hed Poteet aera Parte Vs 237,900. 1,295;781 57,826 4°46 
4 Hish<-(iresh frozen. seured, ete: he ote. ie ee ae. 1D2 113 164,628 12 51 Gre 7-60 
2 Canned Goods (all canned food PEORUCTS) rs, 681,801 624,518 BT 2835 Oth 
‘. Other Manufactures and Miscellaneous ......... 7,736,068 8,709,255 978, 187-4 11317 
; Merchandise (alll.C-l. hrercht) au 2h, ec: 2,461,586 2,200,594 260,992 11:86 
DOB tee aan a tan seater ieee mite pe et LATS oe 25,309,495 25,757,119 447 624 1:74 
; SRO Tel eed Ota amtontin Ehe tee ry seater atte ee 78,950,008 79,941,296 991,288 1:-2 


second picture on page 32. 


The CHarrMAN: Yes, especially the second one. 


eb 


Mr. McLure: Do not forget you want to draw to everyone's attention the 
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Mr. McLure: Yes, the Canadian cruiser, the new Canadian government — 
ice-breaking car ferry for service between New Brunswick and Prince Edward 
Island. So that we will not be isolated. 

Mr. Murcu: They will never be isolated down there, Colonel McLure, as — 
long as you are here. 

Mr. JackMAN: The only recommendation I would like to make with 
regard to that ferry boat is that it be called the 8.S. MeLure. 

The CHARMAN: Would someone move the adoption of that? | 

Mr. Murcu: I would move the adoption of that report. 


The CHAIRMAN: It is moved by Mr. Mutch and seconded by Mr. Warren 
that we adopt the report. Is that agreeable? 


Carried. 
Gentlemen, I think the next matter is the budget. 
Mr. Jackman: Have you distributed the budget yet? 


Hon. Mr. Curveter: No. It should be distributed before the members 
leave. 


The CHAIRMAN: Shall we meet tomorrow morning at 11 o’clock? 
Mr. McLure: We had better meet at 10 so we can get through. 
Mr. McCuuuocu: Half past ten? 

Mr. JAcKMAN: Eleven o’clock. 


The Cuarrman: Perhaps we had better keep our regular hours and meet 
at 11 o’clock. 7 


The committee adjourned at 5.30 p.m. to meet again on Thursday, May 1, © 
1947, at 11 o’clock a.m. 
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MINUTES OF PROCEEDINGS 


THurspay, lst May, 1947. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met this day at 11.00 o’clock a.m. The Chairman, 
Mr. 8. M. Clark, presided. 

_ Members present: Messrs. Belzile, Bourget, Chevrier, Clark, Dion (Lake 
St. John-Roberval), Emmerson, Hatfield, Hazen, Jackman, McCulloch (Pictow), 
McLure, Moore, Mutch, Nicholson. 

The Committee considered the 1947 Budget for the Canadian National 


- Railways and the Canadian National (West Indies) Steamships, Limited. 


Messrs. R. C. Vaughan, President, N. B. Walton, Executive Vice-President, 
and T. H. Cooper, Vice-President, and Comptroller, Canadian National 
Railways, were called and examined thereon. 

By unanimous consent, Mr. Knight, M.P., (Saskatoon City), was permitted 
to address the Committee and ask questions concerning the activities of the 
Hudson Bay Railway. 

On motion of Mr. Emmerson, the said Budget was adopted. 

The 1946 Annual Report of the Canadian National (West Indies) Steam- 
ships, Limited, was read by Mr. Vaughan. He was questioned thereon. Mr. T. H. 
Cooper was also examined. __ 

On motion of Mr. McCulloch (Pictou), the said Report was adopted. 


The Committee adjourned at 1.00 o’clock p.m. to meet again this day at 
4.00 o'clock p.m. 


The Committee resumed at 4.00 o’clock p.m. The Chairman, Mr. Clark, 
presided. 

Members present: Messrs. Belzile, Bourget, Chevrier, Clark, Emmerson, 
Dion (Lake St. John-Roberval), Hatfield, Hazen, Jackman, Lockhart, 
McCulloch (Pictou), Moore, Mutch, Lapointe, Reid, Warren. 

Mr. T. H. Cooper read the 1946 Annual Report of the Canadian National 
Railways Securites Trust and was questioned thereon. He was assisted by 


“Mr. R. C. Vaughan. 


On motion of Mr. McCulloch (Pictow), the said Report was adopted. 

Mr. O. A. Matthews, of George Touche & Company, was called. The 
1946 Report to Parliament of the Auditors of the Canadian National Railways, 
The Canadian National Railways Securities Trust, and the Canadian National 
(West Indies) Steamships, Limited, was taken as read and considered. 

On motion of Mr. McCulloch (Pictou), the said Report was adopted. 

The following items of the Estimates for the year ending 31st March, 
1948, were considered: 

Vote No. 434, Maritime Freight Rates Act—Canadian National Railways; 

Vote No. 435, Maritime Freight Rates Act—Railways other than Canadian 
National; 

Vote No. 479, Prince Edward Island Car Ferry and Terminals—Deficit 1947. 

On motion of Mr. Reid, the said items were adopted. 


At 6.00 p.m. the Committee adjourned to meet again Tuesday, 13th May, 
at 11.00 o’clock a.m. 
JG: DUBROY, 
Clerk of the Committee. 
88479—1} 
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MINUTES OF EVIDENCE 


Housg oF CoMMONS 
May 1, 1947 


The Standing Committee on Railways and Shipping met this day at 11.00 
a.m. The Chairman, Mr. S. M. Clark, presided. 

The Cuarrman: Gentlemen, I believe we have a quorum. I think there 
are some questions which were asked yesterday for which Mr. Walton has the 


answers. 


Mr. Watton: I have some answers here. There was an inquiry by Mr. 
Pouliot regarding the installation of electric lights in the station at St. Arsene. 
I find that is on our list for this year and it is expected the installation will be 
made within the next few weeks. 

There was also an inquiry, I believe by Mr. Hatfield, with respect to an 


‘accident which occured on February 27th. On February 27, 1947, on Grand 


Falls subdivision, Extra 3392, west, in charge of Engineer J. R. Richard 
approached Odell, mileage 34-84 holding an order to meet First 710 at that 
point; Extra 3392 west was required to enter the siding at the east switch. First 
710 had just arrived at Odell and stopped on the main line with the engine 
of that train about 500 feet west of the east switch. There was not time for 
the crew of First 710 to set the switch for the siding when Extra 3392, west, 
arrived and overran the switch at a speed of about ten miles per hour with 
brakes set and struck First 710 where it stood at a speed of about six miles per 


hour. 


Approaching mileage 33 the fireman of Extra 3892 had some difficulty 
operating the injector and Engineer Richard concentrated his attention on 


assisting the fireman with the injector which diverted his attention from the 


fact that he was closely approaching Odell, and the view of the switch, approach- 


‘ing from the east is restricted to about 650 feet. At the time of this accident, 


Engineer Richard was 58 years of age, had been in our employ 34 years and 
had been promoted to engineer 30 years ago. He was discharged in March, 
1920, for striking the rear of a snow plough train, but weather conditions at the 
time were taken into consideration and he was reinstated in January 1921. He 
was again discharged in April, 1942, for damage caused by him in an accident in 
a yard, but was reinstated in November of the same year. His record other- 
wise was normal and shows many years of service without a mark against 
his record. 

The occurrence on February 27, 1947, was not a head-on collision in the 
sense that Engineer Richard had overlooked or forgotten the order to meet 


the opposing train. His testimony at the investigation showed that he had the 


order in mind, but that it was a matter of having over-shot the switch. This 
was apparent from the slow speed at which he passed the switch and at which 
the collision occurred. 

As has been done in other cases, Engineer Richard’s previous record was 
taken into consideration, and the case was dealt with by 45 days’ suspension 
of Engineer Richard. I concurred in this decision, as it seemed a fair and 
reasonable conclusion and neither persecuted the engineer because of the 
error he had made nor dealt too leniently with an accident involving 


_ damage which could have been avoided by Engineer Richard had he brought 
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his train to a stop before attempting to assist in the operation of the injector. 
All such cases are carefully considered and an effort is made to handle them in © 
such a manner that discipline will be maintained, but with the feeling that men 
who have served the railway for many years, and whose record justifies - 
consideration, should not be treated with undue severity. : 

Mr. Harrietp: Whose report is that? 

Mr. Watton: That is a memorandum I prepared from the file. 

Mr. Hazen: His previous record was taken into consideration, but his 
previous record would seem to indicate he was discharged twice. 

Mr. Watton: That is true, but at the same time, he had operated an 
engine for some thirty years. oa 

Mr. Hazen: I think Mr. Hatfield’s suggestion was that there was some 
influence brought to bear to have this man reinstated. I presume there usually 
is with persons who get discharged. There is an effort made to get the man 
back. Efforts are made to show, this might have been his first offence or 
something of this kind. Evidently, in this case, it was not the man’s first 
offence but apparently he was discharged, as I say, on two previous occasions 
and taken back. 

Mr. Watton: That is right. 

Mr. Hazen: What I have in mind about it is this, there is a suggestion, 
I think, that some outside influence was brought to bear which got this man 
_back. The reason I mention it is because I had a case brought to my attention 
not long ago of an engineer who. started in the service as a boy. He knew 
nothing else. He worked up to be an engineer and was discharged. Apparently, 
he was an accessory after the fact. In any event, it had to do with a theft of 
sugar. The story he told and wrote me seemed a very good one, but perhaps 
it was not correct. Perhaps the facts as he gave them to me were not true. 
I am not in a position to say, but here was a chap who started in as a boy 
on the railway and he worked his way up. He had never had any other 
charge against him but, because two other fellows apparently got drunk and 
took this sugar into his engine, he was discharged. He had no chance to get 
back. Perhaps he should not have had that opportunity, I do not know, but 
it does not seem quite fair to make fish of one and fowl of another. | 

Here is a man who was discharged twice but taken back, while the man 
for whom I speak never had a previous charge brought against him. He had a 
clean record. He went into the railway as a boy and yet he was not given a 
second chance. It was not, as I understand it, a case in which he had done 
something wrong deliberately. He was a victim, more or less, of circumstances. 
These other fellows stole the sugar, took it into his engine, and put him in a 
very difficult position. However, as I say, I do not know all the facts. 

Mr. Wauton: We do make a very great distinction between a man who 
is guilty of an error in judgment and one who is mixed up in the stealing of 
freight or anything like that. We have to do that. If we are not strict about 
pilferages, they will reach proportions with which we cannot cope. This man 
on whom I wrote the memorandum was dealt with as many others have been 
dealt with. We have had men make serious mistakes. If their previous records 
are reasonably good, and have devoted a large part of their life to the railway 
with the consequent difficulty of getting employment anywhere else, we try 
to give that consideration. We have many men who have been discharged 
once, and we have men who have been discharged twice who follow that with 
ten years or fifteen years of excellent service. 

In the case to which Mr. Hazen has referred, he has been given one side 
of the story and we have the other side of the story. It was definitely a case 
of pilfering. If the man on whose behalf you have spoken was not implicated 


RAILWAYS AND SHIPPING 139 


in the matter, we do not understand why he threw some of this sugar into 
the firebox of the locomotive in order to destroy the evidence. Now, you can 
talk about being an accessory after the fact, but, when we receive information 
of that kind, we have to take action. I do not think the case of which you 
speak is, in any sense, parallel to this. 


Mr. Nicuotson: In connection with this accident case, were there fatal 
injuries? 

Mr. Watton: No. 

Mr. Emerson: Did the Brotherhood of Locomotive Engineers make any 
representation on behalf of this man Richard? 


Mr. Watron: I would have to take that up with Mr. Johnson of the 
Atlantic Region to know about that. The decision for the forty-five days’ 
suspension was made on the merits of the case and has not been changed 
since and is not going to be changed. 

Mr. Harrietp: I should like you to look over that file and inform me of the 
reason for discharging this conductor. 


The Cuamrman: Have you anything else to file, Mr. Walton? 
Mr. Watton: That is all I have. 


Mr. Jackman: I might say, Mr. Chairman, if it is the policy of the rail- 
way to take drastic action with that we might call moral errors, as compared 
with much less drastic action in connection with errors of judgment, I think 
there might be some call for us to consider whether or not there is not some 
error in the weighing of these two crimes, if you wish to call them that. 
Certainly, in a railway, the most important thing is judgment in the operation 
of the trains. It is not like some other business where you do not have to be 
right or are not expected to be right all-the time. In the railway business, I 
would think you would not be allowed more than one bite. After it is found 
a man is not capable of using extraordinary care in the operations of trains, 
I think he should not be put in charge of trains again. He should, at least, be 
demoted to where someone else would be responsible. 

I think this particular case, of which I know nothing except what I have 
heard here, would indicate that a man who has twice ‘been the cause of accidents 
was again put in charge of trains. It is very peculiar that the railway company, 
no matter what his moral claim should be, keeps him in that capacity. I do 
not want to see a man hurt, of course, no one does, but it seems to me he 
should certainly be given a position where he cannot cause damage, much less 
oss of life to others who are on the railroad. I believe that is a much more 
important feature than the stopping of petty thievery which also, of course, 
must be stopped. 

Mr. VaucHan: This matter of discipline is one which causes a creat deal 
of concern. Discipline is not applied lightly nor without very careful con- 
sideration. The seriousness of the offense has to be taken into account. There 
are two things for which we will not reinstate a man, one is for thieving and 
the other is for being intoxicated on duty. I would not like to create the 
impression we reinstate men who have been discharged for offences as a regular 
thing. We are discharging scores of men every year for offences and they are 
not returned to the service. However, we do have to be governed by the circum- 
stances surrounding each instance in applying discipline. I do not see how we 
could do otherwise. This must be left to the best judgment of the officials of 
the railway. The matter of the application of discipline is a very serious one. 
I do not know of any case, certainly none have come before me, where anyone 
has been reinstated as tle result of influence. Of course, these cases do not 
all come before me. 
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| Mr. Hartrietp: Do you think an engineer, 58 years old, after he has had 
three accidents, could be given another job if you wanted to keep him in 
service. 

Mr. VaucHan: I do not know anything about the circumstances, this is 
the first I have heard about it. In this particular case, the discipline would be 
applied by our Atlantic Region officials, the discipline would be recommended 
by them. I do not think the vice- -president and general manager of our Atlantic 
region has a reputation for being very easy. 

Mr. McCuunitocH: These men all belong to a union. They have their 
own officers in the union and if the men are right the union will certainly take 
their case up with the authorities. However, there are some cases in which 
even the union will not interfere. I know Mr. Johnson of the Atlantic region 
is very strict in these things and has been very fair, considering the whole 
situation. 

Mr. Nicuotson: As a matter of policy, it would appear that forty-five 
days out of service would be a rather lenient penalty for a third offence? It 
appears to me, from hearing the memorandum, that this was a case of gross 
negligence on the part of the engineer. I have had some experience with men 
being out of service for six months for offences which appeared to me, on the 
surface, to be much less serious than this one, 

Mr. VAucHAN: He would lose perhaps $450 in wages as a result of tie 
penalty. I think, perhaps, we might investigate this case a little further. 


Mr. Nardone: I have known of men being out of service for six months - 
for offences which, on the surface, would not appear to be as serious as this one. 


Mr. RIGOULL OCH: It appears to me to be a very small matter with which 
to take up the time of this committee. 


Mr. Emmerson: Is not a case of a defective acer rather a serious thing. 
There might be danger of damage to the locomotive if this failed to work? 

Mr. Watron: The injector had-to be attended to, but he could have brought 
the train to a stop and attended to it. It was for this reason I did not gloss over 
it. He could have brought his train to a stop. 

Mr. JAckmAN: I think we should have a word from the president on this 
matter. If you have men who have had two serious accidents and are again 
in charge of a locomotive, it might indicate that they actually have a lapse—I 
am not criticizing a man for that alone ‘because it requires a certain mentality 
to be an engineer. A man might be imaginative and have great scope in other 
fields, but may not be fit to be an engineer. Certainly an engineer must be a 
man who is careful and conscientious to a very high degree. This man might 
very well be fitted for another position. It does take a certain type of man 
to be an engineer. This man has committed these errors of judgment twice and, 
human life being at stake each time, I think the president should indicate to 
this committee whether he thinks it is sound, except under the most exceptional 
circumstance such as a blinding snowstorm, that there may ever be a reasonable 
excuse for such a thing. They used to have a classification in. the air force when 
nothing could ever be proven against a man, every regulation had been followed, 
but he still had accidents, there was a notation on his record, “prone to 
accidents”. Some people are unlucky that way. There are some ‘people who 
seem to have accidents. Do you have many men who do? 


Mr. Vaucuan: Generally speaking we would not reinstate a man who. had. 
two serious accidents. This accident might not be classed as a very serious 
accident. Nevertheless, we are very serious about reinstating a man. I should 
like to see the files and all the evidence surrounding this case before I would 
render judgment as to whether or not this man should have been reinstated. I 
should like to again stress that our railroad officers are very experienced men. 
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They are not going to allow any man to remain in charge of the operation of a 
train if they consider he is incompetent to handle it. This case is an isolated 
case and the circumstances surrounding it may be entirely different to those 
we have heard. | 

Mr. Hatrietp: There were a number of cases of the same thing on the 
Atlantic division. 

Mr. VaucHan: You think, Mr. Hatfield, our discipline is too lenient down 
there? 

Mr. Harrieitp: No, I do not think that. I think some of your conductors 
and engineers have ‘been discharged without reason and they have not been 
taken back. There are these two men who have had very serious accidents 
and have been kept on. One man has been suspended thirty days. There was 
another accident at Bathurst in February in which four people were injured, four 
trainmen. The two engines were ruined and the man was let out for only thirty 
days. Other men have been discharged and not taken ‘back for no reason 
whatever. 

Mr. VaucuHan: I would not say that. No man has been discharged without 
good reason. 

Mr. Hatrietp: I just want to get the facts. 

Mr. VaucHan: We would not have the facts of this particular case here, 
but I would say that if this committee is going to go into the discipline as 
applied to every officer and employee of the railway, you will be sitting constantly 
every day for the 365 days of a year. 

Mr. Watton: Mr. McCulloch’s point is well taken, that these men are 
represented by their duly authorized representatives in the brotherhood. It | 
is not possible for us to discharge a man for no reason at all and not hear about 
it or have representations made. 

Mr. Jackman: Mr. McCulloch’s point is well taken. If your punishment 
is excessive, the union will protect the man, but it is the other side of the 
question with which this committee is concerned, the fact that you might be too 
lenient. 

Hon. Mr. Curvrier: May I point out that this committee has spent one- 
half hour considering this case which if it should be taken up at all, should 
have been taken up during the consideration of the report yesterday. I suggest 
we move on to the discussion of the budget. 

Mr. JAckmMaN: Do you ever change a man’s position? Do you ever 
demote an engineer to a fireman if the offence is not serious enough to discharge 
him? 

Mr. VaucHaNn: We sometimes demote a man if we consider his offence is not 
serious enough to warrant discharging him. We may engage him in another 
position. 

Mr. JACKMAN: You can, as a disciplinary measure, demote an engineer to a 
fireman? 

Mr. VaucHan: We could, but there are, of course, seniority rights which 
might be involved. These things would have to be taken into consideration. 

The CuHarrMAN: If that is all the discussion on that matter, gentlemen, 
let us consider the budget. How would you like to deal with the budget? 

Mr. Vaucuan: I think Mr. Cooper might read the budget. 
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Mr. Cooper: This is the operating budget for 1947:— 


CANADIAN NATIONAL RAILWAYS 


Summary of Financial Requirements— Year 1947 


1946 1946 1947 Dee 
Budget Actual Budget cack 
Sie ia AILSURA ras inte oe Salut eae aR ea 3 
$ $ $ 
Operating Budget— 
Surplus or (*) Deficit......5...-...+ee eee 7,500,000 *8 961,570 *31, 000, 000 2 
Capital Budget— 
Additions and betterments.........-.+++5: 14,000, 000 3,757,010 18,000, 000 3 
New equipment... 2.0. 2.6... s ens eeeeee 8, 863, 000 3, 183, 193 41,500, 000 4 
Barraute branch line... ... 2.6... 6 eee eee fee ee net tees 23, 645 2, 684, 000 5 
Acquisition of Manitoba Raiway osotaie us 7,000, 000 7000; 000" cal o Se nes nh ee nee 
Acquisition of securities and retirement of 
capital obligations... ....¢..-+--+24+ee8) 840, 000 592, 442 1,057,000 6 
Sinking fund and equipment trust principal 
payments. 2h eR 9, 347,000 9 347100 | ea es Ss Oe ee 
40, 050, 000 23, 903, 390 63; 241,000 |. Se. ase 
Less amounts available from reserves for 
depreciation and debt discount amor- 
FIZAEION ed Ce a ae a re ee eee 17,500, 000 17, 146, 604 16,518, 000 hs 5 at ee 
Total Capital Budget.........+....-- 22,550, 000 6, 756, 786 AG 723, 000 se oes. 


Retirement of $6,969,191 equipment trust principal payments will be financed under the 1947 Refund- 
ing Act. 

The authorized capital stock of The Trans-Canada Air Lines is $25,000,000. The capital paid in to ~ 
December 31, 1946 by Canadian National Railways was $6,600,000. During 1947 the railway may be 
required to pay the balance of $18,400,000 to enable Trans-Canada Air Lines and-its. subsidiaries to 


finance the air lines 1947 capital budget. 


Mr. JAcKMAN: That is based on the present rate structure? 
Mr. Coorer: Yes, so far as the Canadian lines are concerned; yes. 


CANADIAN NATIONAL RAILWAYS 


Operating Budget 


1946 1946 1947 
Budget Actual Budget 
$ $ $ 
Operating Revenues— 

(a) Operating revenues, excluding (iyeand (eye grins es 381, 251, 000 395, 788, 184 397, 467, 000 
(b) Payment under Maritime Freight Rates Act (20%) 3, 042, 000 3,909, 878 3,950, 000 

(c) Payment of deficit in the operation of P.E.I. Car 
Ferry and Terminals: v ?i.0...0. 20404-50332 707, 000 887, 964 743,000 
: 385, 000, 000 400, 586, 026 402, 160, 000 
Operating expenses. 2.0.) Pues cae ges eee ee 325, 500, 000 357, 236, 718 380, 500, 000 
Netoperatin® reventlessg.ce: was en dee ee 59, 500, 000 43 , 349, 308 21, 660, 000 
Net income charges, excluding interest...............+: 7,174,000 7,629, 781 8,106, 000 
Interest on funded debt—public............-0.e eee eee 23,377,000 23,358, 514 22,485, 000 
Interest on government loans............ San oa ou Rage 21,449, 000 215322083 22,069, 000 
Total-incomeée CHArges?. ah. 5. ica ne Ree ee ee ee ms 52, 000, 000 52,310,878 52, 660, 000 
Surpluston @) Deheit.. ns ies ele ss se 7,500, 000 *8 961, 570 *31, 000, 000 


Note.—The 1947 budget includes $2,763,700 for contribution to the deficit of the I.C.R. and P.EI. 
ReaCens Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund 
ssociation. 
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Mr. Jackman: May I just ask in this regard whether or not you are 


- budgeting for larger revenue than last year on your United States lines? 


Mr. Cooper: I would have to check that to make sure. We are expecting 
much better results in 1947 on our United States lines than we experienced in 
1946. 


Mr. JackMAN: In gross operating revenue? 


Mr. Cooper: Yes, sir. I might say that at the present time the operating 
revenue on our lines in the United States shows an increase of 33 per cent over 
1946; that is in the first three months of the year, or I should say up to the third 
week in April. 


Mr. JackMan: Is it expected that we will have a larger wheat movement 
over C.N. lines? 


Mr. Cooper: Yes. 


CANADIAN NATIONAL RAILWAYS 
Additions and Betterments 


1948 1946 1947 
Budget Actual Budget 
$ $ $ 
Additions and Betterments— 
PAPANI CLG TOU IONS... tous Soon eis dee Oe Le es 1, 686, 067 920, 736 1,912,944 
ERRETRL TORION trate a Meade man mes UAE READ «| ote 5,914, 660 1, 957, 202 7,420, 829 
PYOSLCTULTOC IONE. ta Cuneta, te ae ay ae Oe ha ee 3, 109, 860 951, 936 3,878, 047 
Grand Trunk Western Railroad Company.......... 1,985,729 60, 508 2,476, 568 
Central Vermont Railways oe oes tee ooo 344, 931 137,977 333, 362 
DHDSidiary COMMPANIGS., a. eee a ee owns eee 1,967,705 307, 155 3, 173, 504 
Express, telegraphs, and other departments......... 1,674, 277 313, 300 3, 157, 068 
Additions and betterments to equipment (Canada). 2,116, 956 715, 578 2,708, 541 
Beuipment: retirements: 0 53h o soa oe hs Cr 1,800,185 |Cr.- 1,607,382: (Cr 2,060, 863 
17,000, 000 SrioteOle 23,000, 000 


Less—Portion of projects included in the above require- 
ments which will not be physically completed 
by. December 31 each year.....20..... 0060. .45 320000005) & Sein or eae 5,000, 000 


EGA ts ated dum ern ARTES het aaier Ss gant 14, 000, 000 3,757,010 18, 000, 000 
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Then, on page 8A these things 
down to what we call engineering classifications. 
the balance of the budget first and then come 


by section. 
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CANADIAN NATIONAL RAILWAYS SYSTEM 
ADDITIONS AND BETTERMENTS BUDGET—YEAR 1947 


Expenditures Less Retirements Applicable to Capital Account 


to which I have just referred are broken. 
Perhaps we should run over 
back and take these up section 


Total 


1,496, 383 
1,445,343 
1/054, 505 
268, 982 
8,000 
68,395 
941,491 
410,709 
1,277, 848 
13,300 
270,394 
750, 000 
3,218. 745 
249, 232 
226,767 
2,485, 300 
159,500 
211,899 
906, 186 
2,024, 526 
30,155 


475, 859 
447,900 
3, 173, 504 
239, 503 


3, 206, 437 


2,060, 863 
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CANADIAN NATIONAL RatILwAys SYSTEM 


Equipment Purchases 


Canadian National Railways System 
Purchase of equipment:— 


350 Ore cars 


500 Automobile cars 

400 Overhead freight refrigerator cars 

50 Overhead express refrigerator cars 

150 Covered hopper cars 

3700 Box cars (Canadian lines) 

500 Box cars (U.S. lines) 
18 600 H.P. 75-ton diesel locomotives 

2 380 H.P. 44-ton diesel locomotives 


5,000, 000 


18, 000, 000 
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CANADIAN NATIONAL RatLways SysteM—Con. 
Equipment Purchases—Con. 
38 Electric locomotives, similar to series Z-1-A 
8 1,000 H.P. diesel switchers (U.S. lines) 


20 1,000 H.P. diesel switchers (Canadian lines) 
6 1,000 H.P. multiple unit cars 


Total cost, including sales tax and inspection charges—$41,500,000. 


On page 4 we find details of the new equipment estimated for 1947. 
On page 5 we have a memorandum with respect to the further construction 
work on the branch line from Barraute to Kiask Falls. 


CANADIAN NATIONAL RAILWAYS 


Construction of new branch lines from Barraute to Kiask Falls, province of 
Quebec. 2 


Authorized under Statutes of Canada 10 George VI Chapter 41 


Total estimated mileage—55. Total estimated expenditure $4,125,000 

Construction of 39-02 miles estimated to cost $3,234,367 from Barraute 
northerly to the boundary between Cartons Bartouille and Lass is spread over 
3 years 1946 to 1948. In 1947 the cash requirement is estimated at $2,684,000. 
This is the first portion of the line to be constructed. 


CANADIAN NATIONAL RAILWAYS 
Acquisition of Securities 


an 
Retirement of Capital Obligations 


1946 1946 1947 
Budget Actual Budget 
$ $ $ 
Toronto Terminals Railway— 
Joint with Canadian Pacific Railway Co. General additions and 
battermoents—— Gon tw preporbion OU) PeTrCON Ga, ne Cok Sea oie kv ocd als oss Pang ouetn, ade porate 87, 500 
Northern Alberta Railways— 
Joint with Canadian Pacific Railway Co. General additions and 
betterments—C.N.R. proportion 50 per cent.............. 250 SOOO Meese ewcnnetaten va. 350, 000 
Chicago and Western Indiana Railroad— 
Advances under agreement of March 1/36..................... 160, 000 161, 774 169, 500 
Atlantic and St. Lawrence Railroad— 
PiEGHASo-OMeCapiaWsuOU kam amas cee ade er Ee AC Oe Ci dae fet alepagre Yeas | de ee has aloes 20,000 
Payment to State of Michigan re Wider Woodward Avenue, Detroit 430,000 430, 668 430,000 


840, 000 592, 442 1,057,000 


Mr. JackMAN: Are the C.N. securities in the old country all back now? 

Mr. Cooper: Substantially, yes. There are still a few dribbling in and that 
will probably continue, but in the main all the securities that could be repat- 
riated under the vesting orders have been dealt with. 

Mr. JackMAN: Some bonds of the system are with the American public, 
of course? 

Mr. Cooper: Perhaps we had better finish the budget first. 


Mr. JACKMAN: Yes. 


146 SESSIONAL COMMITTEE 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


es 1946 1946 1947 
Budget Actual Budget 
$ $ $ 
Operating Budget— 
Operating revenue....... 020. v eres cee eee ce eee tetas 3,677,000 6, 669, 128 6, 359, 000 
Operating expenses... 0.0... beeen eee tenet ede 2,790, 000 4,959, 240 5, 293, 000 
Neét operating Incomes; 23 see ees ae eee 887,000 1,709, 888 1,066, 000 
Vessel replacement fund earnings. .......---..-.+++eeeee 175, 000 196, 887 250, 000 
Interest requirements on 5%—25-Year bonds due 1955, 
principal amount $9,400,000............-....-5-00e eee 470, 000 470, 000 470, 000 
U.S. exchange premium on bond interest................ 49, 500 $995 ear cera ee 
Interest on government notes and advances...........-. 126,500 126,499 126, 000 
SUTPEIIG: Oo whee css Se ie Sanka) commer sige erie ate ene tae 416, 000 1,302,051 720,000 
Capital Budget— 
3 diesel-driven cargo vessels... 2.5... 26.400 e eee eee eee: 3, 750, 000 1, 226, 052 2,549, 900 
5 vessels from Park Steamship Company............... 450, 000 1,085,000 1,540, 000 
: 4,200,000 | 2,351, 052 4,089, 900 
Less vessels sold—sale price......... 5.0 sssee eter eee ere|te neste snes Cr 475,000 |Cr 500, 000 
Net cash requirements........ 0.2.65 cece eee etree ees 4,200, 000 1,876, 052 3, 589, 900 


Norr.—Funds for the purchase of these vessels will be taken from the vessel replacement fund. 


Mr. Hartriretp: You are now going back over these items? 

Mr. Cooprr: Yes. 

The CHatrMAN: Now we will start again at page one. Are there any 
questions? 
Mr. Jackman: If you get a freight increase then the moneys appropriated 
by parliament would not be used, I suppose that is the situation? 
Mr. Cooper: It will of course depend on when the increases become 
effective. 
Mr. JAcCKMAN: You don’t spend any money before you get it. 
Mr. Cooper: I think you may be assured, Mr. Jackman, that the Depart- 
ment of Finance will see that we do not get any money that we are not entitled 
to; I can assure you of that. 

Mr. Vaucuan: We do not ask for anything we do not need. 


Mr. NicHotson: Why is it your expenditures have been so much more — 


than the amount for which you have estimated; take 1946, for instance? 

Mr. Vaucuan: That has occurred for several years past because we have 
not been able to get the materials and sometimes could not get the labour 
to proceed with the work. Mr. Cooper I think has a statement showing what 
our actual budget amounted to over the last five years and how much of it we 
actually spent. ; 

Mr. Cooprr: It is also due to the fact, Mr. Nicholson, that each year 
we must include in our budget an amount for a project which might be 
contemplated but which may not be undertaken or which may not be completed 
at the end of the year. In the 1947 budget before you there is $10,213,000 
which is more or less a re-vote from the previous year; that sort of thing goes 
on from year to year. In 1946 our “additions and betterments vote” was 
$29,863,000, and of that we spent $13,963,000, that was an under-expenditure 
of $15,900,000. In the previous year our under-expenditure was $12,377,000. 
In 1944 our under-expenditure was $12,226,000. In 1943 our under-expenditure 
was $8,000,000; and so it goes. Over seven years we under-expended our 
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capital budget by $66,000,000. As Mr. Vaughan says, it depends on the 
availability of railway materials and labour and the fact that we must ask 
for a new vote for any work which we plan to commence even though it may 
not be completed within the year. 

Mr. McCuuuocH: On page 4 you have new cars, 3,700 box cars; how are 
these being allotted for manufacture? 

Mr. VauGHAN: We have a statement here on that. There were 1,500 box 
ears to Canadian Car & Foundry, 500 to the National Steel Car company of 
Hamilton, and 1,700 to the Eastern. Car company. 

Mr. McCutitocu: What I am trying to get at is this; the employment 
situation in New Glasgow is, I suppose, worse than at any other point in 
Canada to-day. There is less employment there now than at any other point 
in Canada; and the reason I am asking this question is to find out why more 
of these cars have not been allotted to them to keep unemployment down. 

Mr. Vaucuan: They have always had a fair share, Mr. McCulloch. 

Mr. McCutiocu: I know they have, but it is an extraordinary situation 
there to-day. 

Mr. VauaHaAn: The cars now on order will keep them busy for a long time. 
Mr. McCuutocn: Yes. 

Mr. Vaucuan: And they will get their share in future of any equipment 
which we have to place. 

Mr. McCututocu: Can you tell me whether or not they have started to 
manufacture these cars yet? 

Mr. VauGHAN: They got the order some time ago and I know they expect 
to start delivering cars in July; which means I suppose, they have been 
assembling their materials before starting to build cars. 

Mr. McCutuocu: Do you have any trouble getting materials? 

Mr. VaucHan: There is considerable trouble particularly with lumber 
and steel products; but our purchasing department is co-operating with these 
companies and doing everything possible through the department of supply and 
elsewhere to get materials available as quickly as they can. 

Mr. McCuutocu: You know, of course, that so far as Eastern Car is 
concerned they do not get any business at all from the C.P.R. 

Mr. VaucHan: They get a few cars, but very, very few—they possibly 
would get 100 cars from that source this year. 

Mr. McCuutocu: Then there is another item for cars, 400 refrigerator cars; 
how about them? 

Mr. VaucHan: We build the refrigerator cars in our own shops at 
Transcona. 

Mr. McCuttocu: There are none built outside of your own shops? 

Mr. VaucHan: No. 

Mr. Harrietp: What do you mean by overhead? 

Mr. Vaucuan: The ice bunkers are overhead. 

Mr. McCuuttocu: How about the automobile cars? 

Mr. Vaucuan: The automobile cars were given to Canadian Car & Foundry 
Company. In allotting this equipment we always take into account the delivery 
dates and the capacity of the plants to furnish the cars within a reasonable 
period of time. : 

Mr. McCutsocn: I understand that Canadian Car & Foundry are filled 
up with orders to the end of 1947, and yet it would appear that they are getting 
a very much larger proportion of these orders than we are getting. 
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Mr. Vaucuan: They got 1,500 box cars while Eastern got 1,700. 

Mr. McCurtocu: What about the ore cars? : 

Mr. VaucHan: They went to Hamilton because Hamilton had built ore cars 
for us before and have all the plans and specifications for those cars. It was 
just a repeat order so far as they were concerned. 

Mr. McCuitocu: Those 1,700 for Eastern Car will last them probably all 
of 1947. 

Mr. VaucHan: Yes, they have not promised delivery before the end of 1947 
and I think those cars will carry over into 1948. 

Mr. McCutuocu: What is the outlook for 1948 for Hastern Car? 

Mr. VaucHan: I cannot say, Mr. McCulloch; it will depend on how 
business keeps up. As you know, we have been very short of freight cars for 
a numiber of years. 

Mr. McCuuuocu: The only thing I am interested in is the labour end of it. 
Mr. Vaucuan: I think is it a very good order for Eastern Car; 1t amounts. 
to $8,500,000. | . 

Mr. Harrretp: How about these refrigerator cars? Do they have heat 
control equipment? 

Mr. Watton: They have what is know as an under-slung heater, and there 
is a thermometer, with outside reading 

Mr. Harriretp: What about the hopper cars? 

Mr. Warton: The covered hopper car handles various commodities which 
require protection from the weather but they are unloaded from the under side 
of the car. 

Mr. Emmerson: Is that a new type, have you many of them? 

Mr. VaucHan: No, we have only a few, about 20 built in our own shops 
at Leaside last year. It is the same as the hopper car, but it has a roof 
covering, with hatches in the roof. 

Mr. Nicuotson: I wonder if Mr. Cooper could give us a breakdown of this 
~ $41,000,000 on page 4 in unit cost for each of the items shown on that page. 
Mr. VaucHan: We have never given unit costs before on equipment. We 
have no objection to giving them privately but it is Just another case where 
competition enters into it between the various railway companies. 

Mr. Hazen: On page 1 there is the item of “retirement” of $6,969,191 for 
equipment trust principal payment which will be financed out of the 1947 
Refunding Act; would you explain what that means? I do not understand it. 

Mr. Coorer: Yes, a bill has been introduced or will be introduced to 
authorize the Canadian National Railways to issue securities to finance maturing 
or callable obligations. That is the usual procedure. We have had two or 
three previous Refunding Acts. We take authority through this method to give | 
us authority to finance maturing obligations. When we get the authority equip- 
ment trust notes which you referred to will be refinanced by securites issued 
under the authority of the 1947 Refunding Act. 

Mr. Hazen: Do I understand that it is to retire certain obligations that are 
falling due this year? 

Mr. Coorer: Not necessarily this year, they fall due in the next four years. 

Mr. Hazen: Are they shown in the tables here? } 

Mr. Cooprr: I can give them to you, Mr. Hazen. 

Mr. Hazen: I was just wondering if they were here. 

Mr. Cooper: The annual report only shows the maturity date of them, 
others are callable, and just by looking at this schedule you would not get the 
information. If you look at the maturity date possibly you would not find all 
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the securities which are going to be dealt with in the four-year period, but the 
principal ones are these; we have $25,000,000 17-year bonds which are due in 
1953. They are callable on and after February 15, 1948. I would think that 
if money remains at its present cost we would call in those bonds and refinance 
at a lower rate. We have another issue of $20,000,000, 3 per cent bonds, due 


in 1952 that are callable on or after February 1st, 1948. Then we have an issue 


of $57,728,000 due in October of 1969—it is a three-way arrangement, it is 
callable on and after October Ist, 1949; and we have $17,338,000 of 5 per cent, 
40-year, due in 1970. That also is a three-way issue which ean be called after 
February Ist, 1950. And this bill which will be or has been introduced is 
intended to authorize the Canadian National Railways to issue new obligations 
to re-finance these maturing or callable obligations. 

Mr. Hazen: Are you able to get your hands on any of the perpetual bonds? 

Mr. Cooper: No, sir, you cannot; a perpetual bond has no maturity date and 
is not callable. : 

Mr. Hazen: No, and they do not come on the market, that is the only 
way in which you could get hold of them at all. 

The Cuarrman: Mr. Hatfield, you have a question. 

Mr. Hatrievp: I was trying to ask if they were all 3 per cent bonds? 

Mr. VauGHAN: Some of them are at a higher rate. 3 

Mr. Cooper: There are $57,000,000 of 5 per cent and $17,000,000 of 5 per 
cent. | 

Mr. JackMAN: Do I understand that this fresh appropriation of $9,000,000 
—what appropriation is Mr. Hazen speaking about? Is it that item for retire- 
ment, $6,969,000-odd? 

Mr. Hazen: Yes. 

Mr. Coorrer:’ That is part of it. 

Mr, JacKMAN: Are you anticipating those maturities which become callable 


in future years or are you just looking after 1947? 


Mr. Cooper: I am speaking of both. I believe they aggregate over 
$200,000,000; that is the amount which will be needed to take care of our 
maturities and callable securities for the period of 1947 to and including 1951. 
It is a four-year program. 

Mr. Jackman: In other words, you are going to take advantage of the 
present very low rates by doing your long-term financing now and getting the 
money when it is at a low cost point— 

Mr. ‘Cooper: No, we shall only issue new securities as of the date the old 
securities mature or are called. We will not secure funds in advance of need. 


Mr. Jackman: What I was getting at is this, you have a right to call 
some of these ‘bonds ahead of the maturity date, some of these issues which I 
mentioned. I was wondering whether or not you were going to ask authority to 
anticipate your needs for the next three or four years when you can now get 
money at what might be considered a low rate. Of course, the money market 
might go against you over the next three or four years, or 1t might continue in 
your favour; in which case it would be worth while anticipating a call. 

Mr. Vaueuan: No, sir; we have no such intention. That would mean that 
we would have a whole lot of cash on hand and probably have to loan it out — 
at call rates at a very low interest. We think we will be better off to wait until 
these securities either mature or become callable then issue securities at a 
lower rate to replace them. 


Mr. Jackman: That would be all right so long as the lower rate continues. 


Mr. Vaueuan: That is the chance we will have to take. The Act which 
is ‘before you, or which is to come before you, is similar to other Acts which 
B84 70--2 
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have been put through the House on previous occasions to take care of maturing 
securities. I think the authority we had has been pretty well used up and 


that is the reason for this new Act. 
Mr. JackMAN: What would you think of giving consideration to the fact 
that we can perhaps call $100,000,000 worth of bonds over the next three or 


four years and for that purpose borrowing the money now at the present low 


rates— 
Mr. VauaHan: What would we do with the money? 
Mr. Cooper: There is no assurance that rates will not come down. ~ 


of the Bank of Canada. 3 

Mr, VaucHan: We co-operate very closely with the Bank of Canada in 
our various financial transactions and take their advice on trends, and get 
all the useful information we can to be of assistance in helping us to judge 
as to when is a proper and suitable time to issue securities, when we can obtain 
the best rates for them. ey, 

Mr. JacKMAN: I was just wondering because of the nature of these com- 
panies, and the question of tying in with government finance, if you could get 
rid of $100,000,000 of 3 per cent obligations inside of the next three or four 
years: if the money could be usefully employed as an off-set against some of 
your debt to the government now by assuring yourselves of a rate of -68 or 
something of that nature—do you not think there might be some value in 
considering such a suggestion? 

Mr. Coorrr: I do not think so, Mr. Jackman. That is a matter of opinion. 

Mr. Jackman: Is there no place where you could use that money as an 
off-set in the government accounts? 

Mr. Cooper: I do not believe there would be any advantage to the railway 
in doing as you suggest, borrowing $100,090,000 and holding it until it is 
needed and taking a chance on an upward swing of money rates, a possible 
increase in what we would have to pay for money. 

Hon. Mr. Curvrier: I can imagine what would happen in the House if the 
Canadian National Railways were to do that, particularly with respect to 
one section of the House. There would be great opposition to it. 

Mr. Jackman: It might make a considerable saving in money to the 
company. You owe the government a ereat deal of money and you are being 
charged 3 per cent or more for it. 

Mr. Cooper: Having paid it back to the government we would not be 
able to re-borrow it. 

Mr. Hazen: If you were-called upon to pay $18,400,000 to Trans-Canada 
Air Lines this year for shares of stock where would you obtain the money? 
You do not appear to have budgeted for that in this statement which appears 
to be only a summary: of financial requirements. If you were called upon to 
put up that money, where would you get it? 

Mr. Coorer: Our authority for financing the Trans-Canada Air Lines is 
contained in the Trans-Canada Act. The Trans-Canada Act authorizes that 
company to issue $25,000,000 in share capital. It authorized the Canadian 
National Railways to subscribe for that capital and to issue Canadian National 
‘obligations to finance it. 

The CuatrrmMan: That was passed two years ago. 

Mr. Cooprer: Yes. 

Mr. Mutrcu: Do I understand the method of refinancing would be a new 
bond issue? 


Mr. Jackman: No, but I was thinking that you might take the advice | 
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Mr. Coorsr: Yes. For example, we made an issue in January of this year 
of $50,000,000, 23 per cent bonds. Some portion of that issue was to finance 
our investment in Trans-Canada Air Lines. 

Mr. Nicuotson: In connection with item 3(a), stations and station facilities, 

I wonder if we could have information with regard to the amount which was 
budgeted last year? 

Mr. Hazen: Those bonds which you issued, $6,000,000 of bonds, was that | 
this year? 

Mr. Coorrer: The $50,000,000? 

Mr. Hazen: Yes. 

Mr. Cooper: They are dated January 2, 1947. 

Mr. Hazen: They are not shown then in this report? 

Mr. Cooper: No, sir, it is 1947 business. 

Mr. Nicuotson: How much of the money budgeted last year for stations 
and station facilities did you actually spend? 

Mr. Cooper: The budget estimated $1,516,000 and we spent $658,000. 

Mr. NicHotson: Was that due to a shortage of materials, would that be 
the reason? 

Mr. Cooper: The same explanation which I gave with respect to the budget 
as a whole would apply, namely, a shortage of material and labour and the fact 
we receive authorization for work which may not be done or which may not 
be completed within the year. 

Mr. Nicuotson: In arriving at the amount you have set for different regions, 
have you any special policy? Do you rebuild stations that are lost through 
fire or where there is no heated storage or what? 

Mr. VaucHan: We do not deal with the matter by regions, we deal with 
the need in the case regardless of where the station may be located. If we think 
a station needs replacing badly, whether it is in the Atlantic, Central or Western 

_ regions, we deal with it on its own merit. We have no allocation for stations by 
regions. 

Mr. Nicuouson: For the western region, you estimate $1,313,000. At this 
stage, you have decided certain new stations are to be erected. How do you 
arrive at this amount? 

Mr. VaucHAN: We can get you the details of that. 

Mr. Nicnotson: I do not want individual cases, I wondered how you 

arrived at this amount. 

Mr. VaucHan: There are four pages in this statement, Mr. Nicholson, 
which contain all the work for the Western Region. For instance, at Winnipeg, 
there is the installation of four new elevators. I might read the item. The 
first item is Winnipeg, 

Installation of four new elevators, two to operate from ground floor 
to fourth floor, and two to operate from basement to fourth floor, replacing 
present four deteriorated elevators in passenger stations. Total cost 
$163,000, spread over two years, of which $87,000 will be required in 1947 
and $76,000 for 1948. Construction of central heating plants required 
to replace four deteriorated plants now used for heating the Union 
station, the engine shed in east yard, the Fort,Garry hotel and the 
immigration building, all of which are located in close proximity to each 
other, and effect estimated annual savings in heating costs of $35,880. 


Then, we come to Edmonton. There is an item of $17,000 for Edmonton for 
some construction work. Here is anothed item of $403,000. We are doing some 
work on the station at Edmonton, as you know. 
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Then, we have Red Lake Road, $17, 000. A new tion wae has Hey bui b 
by the province of Ontario up into the Red Lake district which commences ag 
our line and we are putting in facilities there to handle the freight to and from ~ 


trucks. e 
We have an item for Sheraton, B. C., to construct a freight and passenger 


station to replace a deteriorated third class station. I think that is really a 
credit account. It is because the new unit is of less value than the old one. 2 

For the Dauphin subdivision there is an item for a new station at Birch 
River and a new station at Endeavour. There is an item for a new station at 7 
Pine Falls and one at Carrot River. There is an item for the construction of a— 
twenty-foot extension to the station building at Kindersley. 3 
Mr. Nicuoison: I was particularly concerned with finding out how long one | 
has to wait before it is decided a new station is essential? a 
Mr. VAUGHAN: re is just a matter of the judgment of our officials as to how — 
badly a new station is needed. : us 
Mr. Nicuoitson: And the amount of business which is done? ; 
Mr. VaucHan: The amount of business which is done and the condition of . 
the station. 

Mr. Moore: Is anything going to be done about a new station at Minitonas.. <j 


Mr. Vaucuan: I do not see any mention of Minitonas. 

The Cuatrman: What about the operating budget on pages 1 and 2. 

Mr. Mutcu: Could: we proceed by pages? | 

The CuarrMAN: Page 1 carried? Page 2? 

Mr. Harrietp: On page 2, net income charges excluding intcrest, $8,000 000.” ; 
Of what does that consist? You do not pay income tax do you? 

Mr. VauGHan: No, sir. 

Mr. Cooper: It takes care of taxes 


es, equipment rents,-joint facility rents. 

discount on funded debt, dividend income, operating income, interest, the recites 

of separately operated properties and items of that sort. 

Mr. Harrretp: The Prince Edward Island Car Ferry is handled under a 
separate item. I fail to find that account in the report. Is it in there? 

Hon. Mr. Cuevrier: It is a _ Separate item in the estimates and is dealt with - 

in the Committee of Supply. It is taken from the Committee of Supply and ~ 
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brought here for consideration. It will be dealt with after these gentlemen hove 
finished with their budget. 4 
Mr. Harrietp: Is it your intention tc do anything more about building - 
storage warehouses at Tormentine? Bs ‘ 
Mr. VauGHan: No, sir, it 18 not at the present time. | : 


Mr. Harrieip: I should like to point out that I believe 75 per cent of your — 
carloadings from Prince Edward Island consist of potatoes and turnips, is that — 
not right? 3 

Mr. VauGcHan: I believe so, ves. 


Mr. Harrietp: You will find, unless storage places are built at Tormentine - 
you are going to lose 50 per cent of that business within the next two or three — 
vears. Steamers will call at Charlottetown, Summerside and two or three other 
ports, at which places they will load potatoes off trucks. You will lose that 
business the same as you lost the newsprint business at Three Rivers and at 
other places where you used to haul to Portland. Steamships are coming into 
these ports now and taking the newsprint right from the mills. The same thing 
is going to take place in Prince Edward Island unless storage houses are built. . 
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P=. As soon as it appears that the growers of Prince Edward Island can get 
_ cheap storage at Tormentine. then they are going to load these potatoes in the 
4 fall of the year, at harvest time, ship them to some storage by water where they 
~ can get a cheap rate. The rate is very high in the United States. 
4a Tn the future, our potato business is going to be done with the United States 
pend the So oa American countries. It will be a water haul. I do not believe 
you will be able to retain this business unless you do something about it. 


en 
“) 
4 
ai 


8 Mr. VaucHaNn: We will be glad to have our tariff department look into it 
4 and have a report made on it. 
a Mr. Harrietp: You see, during the war years, practically 100 per cent or 90 


per cent of this business has been a rail business. Before the war, only about 
50 per cent of it was a rail business. The growers were shipping potatoes down 
to Port Newburg, Philadelphia, Baltimore and Norfolk. This will lkely 
& happen again as soon as steamships are available. 


= 
a Mr. Vaucuan: The potato shippers will ship potatoes via the cheapest route, 
_ no matter whether we have warehouses available or not. 


Mr. Hartrirtp: No, I think if you had warehouses available they would 
be used. Then you would have the rail haul to Halifax or Saint John at least. 


Mr. Vaveran: We have a somewhat similar situation in various parts of the 
~ country such as the Okanagan Valley and the Niagara district from which fruit 
“is shipped: If we are to provide warehouses for shippers of food products all 
over the country, it would be an endless expense. 

Mr. Hatrietp: No, this is a different situation. You have a territory which 
is blocked by ice at various times of the year. These potatoes will be taken 
BP ncwhere easy of access, so that when the growers have an order to ship seed 
potatoes they can get at them at any time of the year. 

The Cuargman: Is there anvthing else on page 2? 

Mr. McLure: On page 2, operating revenues, item (ey, ees of deficit 
in the operation of P.E.I. Car Ferry and Terminals.” I have al ways taken serious 
_ objection to the use of thus word, “deficit”. In 1926 it was suggested by the 
~ Rae Duncan Commission that the bookkeeping operations should be taken out 
_ of the hands of the Canadian National Railways. This was done and it was 
_ kept as a separate account. This should not appear as a deficit because it is 
rather a bad advertisement and associates itself with Prince Edward Island. 
-I have suggested all along an item such as this should appear, “Operating 
~ payment on dominion owned ferry and terminals at Borden and Tormentine.” 

Mr. Vaucuan: I think if that wording is objectionable to you, we could 
3 perhaps do something about it. 
Mr. McLure: It would not do any harm to the item. 
Mr. Vaucuan: The wording expresses the situation. 
| Hon. Mr. Cuevrier: I suppose the Hudson Bay Railway people will want 
- the same thing. They have a similar situation up in that part of the country. 
Mr. Murcu: As a matter of fact, we will insist upon it. 
The CuairmMan: Are there any other questions on page 2? Page 3, 
2 additions and betterments? 
| Mr. Hazen: How many additions or betterments are to be made to the line 
which runs to Portland? 
3 Mr. Coorrr: I do not see anything in our budget for the line to Portland, 
; that j is, from the international boundary line down to Portland. | 
f ae Hazen: Does that come under the central region? 
Mr. Watton: Central region, Montreal district. 
Mr. Hazen: This Central Vermont railway, what is that? 
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Mr. Cooper: It is a subsidiary company of the Canadian National Rail- — 
ways. The Canadian National owns all the capital stock of that company, but 
it is operated as a separate railway. : 

Mr. Hazen: Between what points does it run? 

Mr. Coorer: It runs from St. John’s, Quebec, down to New London, 
Connecticut. 

Mr. Harrretp: Are the old sheds at Portland covered by insurance? 

Mr. VauGHAN: We cover them in our own fund. 

The Cuatrman: Are there any other questions on page 3, gentlemen? 

Mr. Emerson: I notice that the budget for 1947 for the Atlantic region 
is very small in comparison with some other regions. Is it considered that 
betterments and additions are not required on the Atlantic region to the extent 
they are on the other regions? 

Mr. Vauauan: That is not the reason, the mileage on the Atlantic region 
is very much less than the mileage on either of the other regions. 

The CuatrmMan: Then, gentlemen, we have this long list on page 3(a). 
Are there any questions on that? 

Mr. NicuHotson: On page 3(a), under the item docks and wharves, we 
find you have a credit of $4,000 to the Western region. Could I have some 
explanation as to how it happens there is a credit under that item to the 
Western region? 2 

Mr. VauGHaAN: We will ascertain that. 

Mr. Harrienp: There is an item here of $750,000 for an office building in 
the Central region, what is that? 

Mr. VaucHan: That is the item we discussed the other day, the new Inter- 
national Aviation building. That is the amount we expect to spend this year 
on that project. 

Mr. Cooper: The item of $4,000 under docks and wharves on the Western 
region is in connection with the trestle at Port Arthur. 

The CuHatrmMan: Are there any other questions? 

Mr. Emmerson: What about this one item in the Western region which ~ 
seems to be a credit of $162,000 under the heading of general additions and 
betterments and contingencies? 

Mr. Cooper: It was principally due to a provision for the retirement of 
properties. In the operating department, the budget anticipates a retirement of 
property to the extent of $125,000 and in the mechanical department of $35,000. 

The CuarrmMan: Are there any other questions on page 3(a)? 

Mr. JAckMAN: Mr. Emmerson is interested in how it happens to be turned 
into a credit item in the budget. 

Mr. Coorer: If we take down a piece of property, retire it and it is not 
replaced we write it out of our property account. It is a credit to the capital 
account. ‘ 

Mr. JAcKMAN: That is how it happens to be a credit item? 

Mr. Cooper: Yes. | 

The CuHamrMAN: Page 4? Page 5, new railway construction? There is a 
map on page 5. Page 6, the acquisition of securities and retirement of capital 
obligations in connection with these different railroads? 

Mr. Jackman: I still cannot think out very clearly the suggestion I made 
about borrowing some money from the public in advance of your right to call in 
the near future, so all I can do is think out loud on the subject. You have no 


premium to pay on those bonds you will be allowed to call over the next few 
years. 


N 
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Mr. VaucHaN: There is a premium on most of them. 

Mr. JackmMAN: A premium on most of those bonds you have a right to 
call over the next few years? 

Mr. VaucHan: They are callable over par. 

Mr. JAckKMAN: Generally speaking, you would get rid of the 3 per cent 
charge. 

Mr. Cooper: The $57,000,000 of 5 per cent bonds due in 1969 are callable, 
but there will be a premium to pay if they are called between October 1949 
and 1954. We would have to pay $105. 

Mr. JACKMAN: That is a certainty, you will call those. 

Mr. Cooper: I would say so. The other big one is $17,338,000 of 5 per 
cent bonds due in 1970. They are callable at February 1, 1950 at $105. Both 
of these two issues are threeway bonds, that is to say, they are payable in 
Canadian currency, U.S. or Sterling. As things stand, there is not the slightest 
doubt we shall call. 

Mr. Jackman: Then you have $25,000,000 due in 1953. 

Mr. Goorer: There is no premium on those bonds nor on the $20,000,000 
at 3 per cent due in 1952, callable after 1948. 

Mr. JAcKMAN: You could get permission to call them now? 

Mr. Coorrr: I do not think there is any possibility of calling them before 
their callable date. : 

Mr. Jackman: No, I realize that, but the reason for raising the question 
is whether you think the interest rate is going down or whether you believe 
we have reached the low point in interest rates. 

Mr. VaucHuan: It is a difficult matter to decide. It is a matter of Judgment. 
We believe it would not be wise for us now to borrow a considerable sum of 
money in anticipation of needing it in 1949. 


Mr. Jackman: All I am trying to do is calculate whether you should not 
be satisfied to get, let us say, a 2°4 per cent rate on long term bonds, even 
though you will not be able to use the money for repayment to the public for 
a period of two or three years. What would you do with the money in the 
meantime? I was wondering whether or not you could not repay the govern- 
ment some of the loans you have, some of which are charged at 3 per cent. 

Mr. VaucHan: Three and a half per cent, but we are hoping to have those 
cancelled. 

Mr. Coorer: We did, in 1917, as I mentioned, make an issue of $50,000,000. 
Of that, $42,000,000 was paid to the government in discharge of loans on which 
we were paying 34 per cent. There is also this point to be considered, the 
Canadian National is not in a position to go into the money market at any time 
it sees fit. It would be guided in that respect by the financial officers of the 
government and the Bank of Canada. | 

Mr. Jackman: I was wondering what would happen to the money if you 
raised it from the public now and took advantage of the low rate. Then you 
could turn the money over to the government in extinction of the 34 per cent 
charge. 

Mr. Coorer: We have no more 34 per cent loans other than the repatriated 
securities. 

Mr. Jackman: As a matter of policy, you do not want to touch those. 
Mr. Coorver: No, we do not. 

Mr. Harrrerp: What about the steamships in the item of capital budget, 
where would they operate? 
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Mr. VAucHAN: They are going to be used in the West Indies trade. Some 
will be used in the Jamaica trade and some to other’ West Indies Islands such 
as Bermuda, Saint Kitts, Nevis, Montserrat, Dominica, Saint Lucia, Barbados 
and Demerrara, Trinidad. 3 s 

Mr. Hatrietp: From which ports will they sail? ; 

Mr. Vauauan: Montreal in the summer-time and Halifax and Saint John 
in the winter-time. 

Mr. Harrierp: It has been the plan to send a steamer out of Saint John 
into Halifax and keep it at Halifax two or three weeks before it sails. Now, 
that 1s rather poor service. 

Mr. VAuGHAN: Some of the steamships partially discharge at Saint John 
and then go to Halifax to finish discharging and load up cargo again. 

Mr. Harrtetp: It does not take two weeks to discharge and load if you 
have good weather. 

Mr. VaucHan: I assure you, they are discharging and loading just as 
quickly as we can possibly get the work done by stevedores. 

Mr. Harrirenp: Goods which might be shipped to Saint John would be 
shipped to Halifax at extra cost in order to get away from that delay, especially 
perishable food. I was wondering about that delay between Saint John 
and Halifax. 

Mr. Vaucuan: The boats coming from the south put in at Saint John 
to discharge cargo, and then go on to Halifax. We believe it works out very 
well from an economical standpoint. 

Mr. Hatrietp: Is the treaty with the West Indies still in effect? 

Mr. Vaucuan: The treaty has expired. 


Mr. Harrieip: Is there any reason why your boats should not go on to 
LaGuaira and other points? They go within probably one hundred miles of 
Trinidad, Port of Spain, but they could not go on farther on account of the 
West Indies treaty then in effect. A large part of the business of Saint John 
is carried on with Venezuela. You come within 100 miles of it, but you cannot 
go to Venezuela because of the West Indies treaty. If that treaty has expired, 
why can you not go the other 100 miles and call at the Port of LaGuaira. 

Mr. VauaHan: Our boats are fully occupied in the trade in which they 
are now engaged. If we were to call at various points outside of British 
Guiana, we would have to have more boats. 

Mr. Harrierp: That might have been so during the war years, and, no 
doubt they are full now, but it might not be so in the future. 

Mr. VauagHan: We have had no demand of which I know, to call at 
Venezuela. | 

Mr. Hatrieup: Yes, I have applied for it at. different times. 

Mr. Vaucuan: There are other local steamship companies operating out of 
Saint John and perhaps they make the call. 

Mr. Harrienp: There are other steamship companies and it is only likely 
they call at Venezucla. However, you go down there almost to LaGuaira where 
the big business is, but you stop short of it. Your excuse was that the West 
Indies treaty was in effect, but now I do not know what the excuse is. At that 
time, your boats went down half loaded. I cannot see now why they do not go 
to. Venezuela. 

Mr. VaucHan: Do I understand you to say it was due to the trade agree- 
ment that we could not make the required call. : 

Mr. Harrietp: That was the excuse at the time, but that agreement has 
expired. I do not see why you should not take in Cuba on the way down. 
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Mr: VAUGHAN: We have not sufficient boats to call at all those places. 


Our boats are now going down there fully loaded. 


Mr. Hatrierp: Were all the Lady boats sunk during the war? 
Mr. VaucHAN: There were three sunk and two were left, the Lady Nelson, 


_ which was used as a hospital ship and the Lady Rodney which was chartered 
asa troop ship. One is in Halifax and one in Saint John now being rehabilitated. 


Mr. McCuiiocu: How soon will the Lady Nelson start running? 
Mr. VaucHan: I do not think she will be running before the end of June. 


Mr. Harrrerp: You might fill your boats now, I know it is hard to get 
space, but that condition is not going to last 


Mr. Vaucuan: We will look into that situation. 


THE CuairMAN: If that is carried, gentlemen, would you like to have Mr. 
Cooper saiy something about the operating budget of West Indies Steamships? 


Mr. Nicuotson: Mr. Chairman, before we leave the matter of the railways, 


Mr. Knight was discussing the Hudson Bay Railway situation in the House 


and the minister made reference to the fact that some questions could possibly 
be asked before this committee. Mr. Knight is not a member of this committee, 
but he is here and I wonder if the committee would consent to his being accorded 
the privilege of asking a few questions about the Hudson Bay Railway before we 
go on with the West Indies Steamships? 

Mr. JAcKMAN: We have no statement relating to the Hudson Bay Railway 
company before us, have we? 

Hon. Mr. Cuevrter: There has been no reference of the Hudson Bay Rail- 
way to this committee this year. 

Mr, Jackman: I though that was a permanent arrangement. 

Hon. Mr. Curvrier: No, it is not. 

Mr. Jackman: Then I move that the Hudson Bay Railway account be 


referred to this committee this year. 


Hon. Mr. Cuevrrer: I am afraid it is now too late for the government to 
entertain such a motion. In any event, that is a motion which should be made 
in the House. 


Mr. JACKMAN: It was definitely understood, I thought, that we would have 


an opportunity of examining into this Hudson Bay Railway matter. 


Hon. Mr. Cuevrizr: It has not been the practice to refer the Hudson Bay 
Railway accounts to this committee. I believe two years ago at your request 
we had Mr. MacLachlan, the general manager of the line, come down from The 
Pas, and he was examined. We have no objection to answering any of these 
questions. I am not sure any questions will be asked, but if any are I should 
be happy to do my best. to provide an answer. 


Mr. Jackman: I think on two years we heard Mr. MacLachlan? 
Hon. Mr. Curvrier: Just one year. 
Mr. JAcKMAN: Did we not have the accounts a second year? 


_ Hon. Mr. Cuevrier: No, just one year. This is an item which will be up 
in committee of supply and should be discussed there, and can be discussed 
there at any time very fully. 


Mr. Jackman: But, Mr. Howe, who was minister at the time was quite 
agreeable to having that statement presented. 


Hon. Mr. Cuevrrer: It was not done in Mr Howe’s time, I am informed. 


THE CuairMAN: So far as I am aware they are not before the committee 
for discussion. 
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Mr. Jackman: Is there any objection to having the Hudson Bay state- 
ment taken up here? | . 7 

Hon. Mr. Cuevrrer: There is no objection to giving all the information ~ 
that is available, but there would be objection at this stage to bringing the 
general manager of the railway down here. Is there any objection on the part 
of the committee to hearing Mr. Knight? ; 

Mr. Jackman: May I ask what the result of the operation of the Hudson 
Bay Railway was last year? 

Mr. VaucHan: We haven’t got the figures here. 

Hon. Mr. Cueverer: I can give you the figures; the results of the opera- 
tions for 1946-47 was a deficit of $466,883. That is the difference between the 
expenditures for operation and maintenance, and the revenue; The estimated 
deficit for 1947-48 is $525,000. : 

Mr. Jackman: Could we have the details of that? How was the deficit 
paid? Where did they get the money to take care of that? 


Hon. Mr. Cuevrter: That is an item which can be taken up when the 
item is up for discussion in the House. 

Mr. Jackman: Is there an item in the estimates with respect to that? 

Hon. Mr. Cuevrier: Yes, there is an item on it in the estimates and it will 
be up for discussion in committee of supply in the House. 

Mr. Murcu: To the best of my recollection the matter 1s one which has 
always been taken up in the House for discussion on previous occasions. 

The CHAIRMAN: What is your pleasure, gentlemen? Mr. Knight is here. 
I know that no one wants to curtail the discussion. Is it agreeable to the 
committee that we should allow Mr. Knight to take a few minutes on this 
matter with the hope that he makes his remarks as brief as possible? It really 
is not on our agenda. What is the feeling of the committee? I certainly do not 
want to be arbitrary in the matter in any way. 

Mr. Nicuotson: I move that Mr. Knight be permitted to proceed. 

The CuarrMan: Is that agreeable, gentlemen? 

Aereed. Mr. Knight, will you proceed. 

Mr. Kntcut: Mr. Chairman, and gentlemen: I thank the committee for » 
their courtesy in allowing me to ask these questions, although my presumption 
was that I had the right so to do. Perhaps I was mistaken in that. If I was 
I was misled by the statement of the minister— 

Hon. Mr. Cuevrier: Well now,— 

Mr. Knicut: —who suggested that I should ask questions before this 
committee. 

Hon. Mr. Cuevrier: When you say that it was I who suggested that, I 
do not think you are quite correct. A member of the committee may ask 
questions, but Mr. Knight is not a member of the committee and cannot ask 
questions unless he has the permission of the committee so to do. 


Mr. Knicut: I am thanking the committee for that permission, and I am 
thanking the committee for the courtesy extended. I do not know whether I am 
supposed here to express opinions or merely to ask questions. 

Hon. Mr. Cuevrrer: I think you had better limit yourself to questions, 
Mr. Knight. 

Mr. Knicut: I was going to answer Mr. Jackman’s suggestion in regard 
to the deficit reported on this road and offer a suggestion as to how it could be 
wiped out. However, that is not a question, and as I sce it it is unfortunate 
because I thought perhaps the details would be rather a matter of interest to 
some members of the committee. 
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Hon. Mr. Cuevrtier: If it has to do with details of operation it may be 
that the general manager is the only one who can give you the information; 
but go ahead, we will see how far we can go. 


Mr. Knicut: Is there a way by which these questions can be registered 
and submitted? 


Hon. Mr. Cuevrier: Yes. Any information we are able to give we will be 
glad to give you here, and we will be glad to get whatever information we can 
for you. 


Mr. Knicut: I think it would be too bad to put the company to the expense 
of bringing the general manager down here to answer one of two such detailed 
questions as I have. I may say that I only knew half an hour ago that there 
was a chance of my being able to appear before this committee. 

Mr. McCunuocH: Carry on. 

Mr. Knicut: I wanted to ask first of all where the cattle pens at Churchill, 
the material, the lumber that was in them, is? I refer to the pens there which 
were used for the housing of cattle, and I wanted to ask that question. 

Hon. Mr. Curvrier: That question was put on the order paper and 
answered there. I do not remember what the answer was that I gave at the 
time but my recollection is that they were torn down and sold to the American 
army. 

Mr. Knigut: And was compensaton received in full and the amount 
recorded? | 

Hon. Mr. CHeEvrier: Yes. 

Mr. Knigut: What I am interested in, are the necessary repairs being made 
at Churchill, that also applies in connection with the cattle pens; are full 
facilities available for the activities for the coming season, 1947? ‘That was my 
next point. 

Hon. Mr. Cuevrier: I do not think this committee can give you that 
information. We will have to get it from the National Harbours Board, under 
whose jurisdiction the port of Churchill comes. 

Mr. Knicut: If you will look into it. 


Hon. Mr. CuHevrier: A note is being made of your questions as we go 
along. 

Mr. Knicut: Right. I wanted to ask a question about—I do not know 
whether this should be on the record or not, I think it is an important matter 
and it is one that I brought up before, it deals with accommodation at that port. 
The matter I want to talk about is the toilet accommodation and I refer to the 
accommodation at the port, not at the elevator. As I said, I did not know that 
I would have an opportunity of appearing here, but I wish you would take that 
up with the officials and talk to them about it. 

Then there is the matter of the elevator and sheds. I presume those are 
for handling rather than for storage purposes. The point I want to make is that 
to make this port successful it is necessary that wheat be moved through it. 
There is no possibility of assuring wheat in sufficient quantity at that port to 
make it pay and in that way take care of the deficit, this operational deficit of 
which Mr. Jackman has spoken. The point I am trying to make is this; I 
would assume that it was necessary that wheat be kept in a strategic position 
so that the port may do away with this deficit. It is not enough just to keep 
the elevator at that port filled, you will have to have a volume of shipments 
through and out of that port if you expect the railway to pay. I would like to 

_ask this, is it possible to load one ship a day under present conditions at that 
port; also, would it be possible to load a ship and a half per day for the full 
period for which marine insurance rates are available? 
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Hon. Mr. Curvrisr: You know, Mr. Knight, that the shipping season 1s Mery 
short, some fifty or sixty days. 

Mr. Kyigutr: What shipping season does the minister ee to, 18 it the 
marine insurance season? Bers: 

Hon. Mr. Cuervrrer: I am referring to the shipping season at the port of 
Churchill during which ships will go Ah Ging because of the protection from 
insurance, and it is only, if I remember right, some five or six weeks. Last year 
there were nine or ten ships loaded wheat. I have a statement on that which 
I will place on the record. 


SHIP LOADINGS AT CHURCHILL 


Year 1946 
Sailing Date Name Contents 
August 15th—-S.8. Revelstoke Park 335,000 bus. Wheat and 101 tons Lumber 
18th—S.8. Hillerest 329,000 FA DAR Set 
© 20th—S.8. Essex Trader 345,000 “ Ne 
* 22nd—-S.8. Dalcross 304,000 ae 
ie 24th—S.S. Whiteshell Park 335,000. “ i and 110 tons Logs 
Sept. llth—S.S. Belwoods Park 241 OO 4 “« 450 “ Lumber— 
2,200 tons Flour 
rs 19th—S.8. Revelstoke Park 547,500. ns 
“i 24th—S.8. Fort Richelieu 3475200 5 Hy 
Re 25th—S.8. Hillcrest Park 344,416 “ ca 


2,928,875 bus. Wheat 


I did not want to interrupt you but these are all matters which affect the 
National Harbours Board and not the railway. This committee has no reference 
to discuss Harbours Board matters, just railway matters. 


Mr. Knicut: May I ask where I am to get the information? 


Hon. Mr. Cuevrrer: If you want to write to me about it I shall be glad 
to get it for you. ak : 


Mr. Murcu: Mr. Chairman, I know the particular interest that western 
members have in this matter, but I would point out with respect that the 
questions which have been asked so far are questions which should be taken 
up when the estimates for the Harbours Board and the Hudson Bay Railway 
vote are up in committee of supply. 


Hon. Mr. CHEVRIER: Yes. 


Mr. Murcu: For the protection of yourself, Mr. Minister, and the other 
members of the committee, it should be on the record that these questions have 
no bearing on the matter which is before this committee. 


Hon. Mr. Cuervrrer: I hesitate to instruct any member on his rights and 
obligations, but this is a committee which is dealing with the reports of the 
railways, the budget and the securities trust; and, from the notes which you 
have it looks as though you were going to go on for some time. 
obligations, but this is a committee which is dealing with the reports & the 
railway and ask a few questions about that? 


Hon. Mr. Cuerverier: Well, let’s see how it goes. 


Mr. Knicutr: I would like to find out if it has been anybody’s business 
to hunt up traffic for what we call the Hudson Bay Railway? 


Hon. Mr. Curvrier: I presume it is the business of the general manager 
of any railway to endeavour to get business for that railway— 


Mr. Murcu: They probably have a traffic department. 


Hon. Mr. Curvrter: And as Mr. Mutch points out, they have a traffic 
department. 
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Mr. Knicut: Is it the sole duty of the general manager to look after the 
management of the Hudson Bay Railway, or has he certain functions to perform 
in connection with the C.N.R. at the same time? 

Hon. Mr. Curvrier: No, I understand his duties are exclusively those of 
general manager of the Hudson Bay Railway. 

Mr. VaucHAN: That is correct. 

Mr. Knigut: Would you say that the Canadian National Railways have 
been benevolent, as it were, to the Hudson Bay Railway; or might it be con- 
sidered the reverse, might it be considered a rival of the Hudson Bay Railway? 

Mr. VaucHAN: No, sir; it is not a rival. I think the Canadian National 
is benevolent to the Hudson Bay Railway. 

Mr. Knicur: If I might make one statement, I want to assure the com- 
mittee that I am not at all antagonistic in this matter but these things are- 
constantly broached to us western members. People out there are constantly 
asking us questions about these things and I want to get some answers on the 
record. And now, as to the rates on the Hudson Bay Railway: are they set 
by the C.N.R. or are they set by the Board of Transport Commissioners? I 
think someone said that the Board of Transport Commissioners have no power 
to set rates over that route. 

Hon. Mr. Cuevrier: That is right. I understand they have no jurisdiction 
over that railway. 

Mr. Knicut: Is the general manager charged solely with the operation 
of the railway—does the rate which is charged apply solely to the operation of 
the line from The Pas through to the port of Churchill? 


Hon. Mr. Curvrier: Yes. I understand the rate paid is low. 

Mr: VaucHAn: That is right. 7 

Mr. Knicut: The Hudson Bay Railway is listed as being under con- 
struction. Would somebody explain what the significance of that term is in 
regard to shall we say overhead charges? I confess to being very ignorant on 
this matter. I am here for information. 


Hon. Mr. Cuevrier: It has no relation, I am informed, to overhead charges 
whatever. 


Mr. Knicut: No relation to overhead? 
Hon. Mr. Curvrizr: No. 


Mr. Knicur: Then will you tell me this, most people are led to believe 
that the line has been completed, why is it still listed as being under construction? 


Hon. Mr. Cuevrier: I am afraid I cannot answer that, other than to say 


there may be certain advantages to the locality. 


Mr. Watton: Mr. Minister, that is a feature which I think might have 
some bearing. | 

The Hudson Bay Railway owns no locomotives or cars of its own, they 
are rented from the Canadian National as and when required. All repairs are 
taken care of by the Canadian National and if they are taken out of the con- 
struction classification and are listed in the official guide and elsewhere, in the 
official equipment register, as a railway in operation there is the question of 
the ownership especially of cars in relation to the general car pool. I think that 
has some bearing on it. 


Hon. Mr. Cuevrier: Do you think the railway should be under the juris- 
diction of the board? Is that what you are representing? 

Mr. Knicur: No. I am not expressing any opinion. I wanted to know 
what the significance of that term was. Another point; grain going down the 
C.N.R. has a cheaper rate, do you call that the import-export rate? I am not 


hy 
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so familiar with these terms; at any rate, I do know there is a cheaper rate 
down to The Pas; and I understand there is a separate rate which applies from 
The Pas to the Fort. . - : 

Mr. Vaucuan: I really do not know what is meant by that statement. 
The Hudson Bay railway has variable rates into Churchill, 

Mr. Knigut: What I wanted to get at was a comparison, an assurance 
that the rates that are being charged on the grain going down to The Pas— 
they are certainly not too high; but how about the rate per bushel from The 
Pas in to the quay? 

Mr. Vaucuan: We cannot say that offhand. These are all questions on 
which we will have to prepare replies. If you would care to submit these ques- 
tions we would be very glad to give you answers, particularly in so far as 
they may relate to the Canadian National Railways. 

Hon. Mr. Cueverer: I am told that is a through rate. 

Mr. Knicut: It is a through rate? 

Hon. Mr. CueEvrier: Yes. 

Mr. Knicut: I had one or tivo other questions but I will not take the time 
to develop the matter further at the moment. May I say that I should not 
be apologizing for asking these questions. These are questions which are of 
vital interest to our people in the west. My next question is this: How many 
bushels of grain would you require to handle in 1947 to wipe out the operating 
deficit on that road? : 

Hon. Mr. Cueverer: About 15,000,000 bushels, I am informed, Mr. Knight. 
Mr. Knigut: 15,000,000 bushels! What I had in mind was giving that 
railway a fair chance to operate. 

Mr. Jackman: I suppose that if the rate is increased a fewer number 
of bushels would be needed to cover a smaller deficit. 

Mr. Knigut: Any saving, I take it, would be a saving to the government. 
I mean, the deficit is charged against the Canadian government now. It would 
also be a saving to the wheat board, wouldn’t it; on account of the charges 
they would otherwise have to pay let us say if the grain went through the port 
of Montreal; and there would be a saving to the board shipping—there would 
be a three-way saving? : 

Hon. Mr. Curverer: I am not prepared to accept that statement as to 
whether there would be a saving or not, I do not know. 

Mr. Knicut: I am not arguing. ; 


Hon. Mr. Curvrrer: I could not give you an answer to that. | could not 
say it would be a saving. 

Mr. Knigut: Would you say it would require thirty or forty ships in and 
out of that port to ensure successful operation of that road? Of course, that 
would come under the Harbours Board and it would have a direct bearing on 


marine insurance. Of course, that is a question which is out of your jurisdiction. 


Hon. Mr. Cuevrier: I suppose a great deal would depend on the load. If 
the ships were able to bring in a load of freight and could take out a load of 
wheat then it might be a profitable venture; ‘but if they are not able to bring 
in any freight and if there is no demand in that part of the country for supplies 
of the type which these ships are likely to bring, it would have a bearing on 
the answer to your question. 

Mr. Knicut: Would the strategic importance of Churchill have any bear- 
ing upon the interest, shall we say, of the government in the use of the route? 


Hon. Mr. Cueveter: It might. 
Mr. Knicut: Together with the use of the port? 
Hon. Mr, Cuevrier: It might. 


Wess eh 
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Mr. Knicut: Well, I think those are the questions I wanted to ask in 
regard to the railway; and I thank you again for your courtesy and for the 
information supplied, and for such information as it may be possible for me to 
obtain. 

The CuamrMan: With regard to railway information, may I suggest that 
if you were to write the railway people they would be happy to give you as 
much of it as they can; and I am sure the Harbours Board, through the 
minister, would be glad also to give you any information. 

Mr. Murcu: If you want to ask further questions in the House there are 
two votes, that of the Harbours Board and that of the Hudson Bay Railway, 
still to come up in the estimates. 

Hon, Mr. Curvrrer: May I just say one thing, Mr. Knight; the practice 
has always been for a member to ask questions such as yours in the House, and 
should the occasion arise again, that perhaps would be the quickest way to 
dispose of them. 

Mr. Knicut: I may say, Mr. Minister, that I had no intention of appear- 
ing. As a matter of fact I only prepared ‘these notes in the half hour since 
Mr. Nicholson suggested that I appear. 


Mr. Moore: I understand that this question is one that has been under 
consideration for a number of years. Is there any possibility of the Canadian 
National Railways taking over and operating the Hudson Bay railway? Would 
you want to do that, Mr. Vaughan? 

Mr. VaucHan: No, sir; I would not like to do that. 

Hon. Mr. Cuevrier: I understand there are some advantages to the 
people in the locality in listing it as under construction. 

The CuHatrMAN: Gentlemen, would it be possible to consider West Indies 
Steamships? 

Mr. JACKMAN: Just before we leave the matter of the Hudson Bay Railway, 
I understand the C.N.R. receive a fee for management; could you tell me what 
the amount of that is? 

Hon. Mr. Curvrinr: The Canadian National receive a fee of $1,000 per 
month. 

Mr. Nicuouison: Does the manager of that route have any seniority stand- 
ing in the C.N.R.? 

Mr. Cooper: He would not be in the seniority group at all, supervisory 
officers do not have seniority. 


Mr. JAckKMAN: Who fixes the rates on the Hudson Bay Railway? 

Hon. Mr. CuHeEvrier: What rates are you referring to? 

Mr. JAcKMAN: I have in mind grain rates. 

Mr. VaucHan: That would be done to a large extent I would think 
by the traffic officers of the Canadian National Railways. 

Hon. Mr. Curvrter: And not under the supervision of the Board of 
Transport Commissioners? 

Mr. VaucHan: No. 

The CHarrRMAN: Is that all on the Hudson Bay railway? Then, let us 
proceed with this budget on the West Indies Steamships. Mr. Cooper, would 
you like to say a few words on the West Indies budget? We have not gone 
through the report. It is attached here. Would it be agreeable to discuss it 
now and clean up? That is page 7? 

Mr. Cooper: I read that section of the budget. 


Hon. Mr. Curveter: I thought the committee might prefer to get on with 
it now, and then they can take up the report. 
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Mr. Jackman: Did we make more money out of the West Indies Steamships = 
operations last year? a 
Mr. VaucHan: We made more. We have $720, 000 in the budget for 1947 © 
as compared to $1,302,000 last year. 
Mr. JACKMAN: What is i cause of that; slowing off in trate or higher 
costs? 
Mr. Vaucuan: Higher cost is one thing, and the revenues will be down 
because last year we operated more boats for other companies and we handled 
a number of Park boats; more voyages were made last year than this, | mean 
with chartered vessels. 

Mr. JAckMAN: Have cargo rates gone up this year? 

Mr. VAuGHAN: Cargo rates did not go up last year. 

Mr. JAckmAN: Are you having more competition from lines lke the 
Saguenay? 

Mr. VauauHan: They are our principal competition, the Saguenay and the 
Aleoa steamships. 

Mr. Jackman: How are the rates fixed, by bargaining between the parties? 

Mr. VauGHAN: To some extent; and as far as sugar goes, the rates on 
sugar northbound are arranged with the sugar controller at Ottawa. All sugar 
is under control. 

Mr. Jackman: And you are expecting $720,000 operating net— 

Mr. VaugHan: Surplus, this year. : 

Mr. Coorer: Not operating surplus, sir; after the payment of interest. 
That is over-all profit. . 

The CHAIRMAN: Well now, gentlemen, shall we take this report and ask 
Mr. Vaughan to read it? 

Mr. Murcu: Can we not have it put in the record taken as read, Mr. 
Chairman? 

Hon. Mr. Curvrier: Someone has suggested that we dispense with the 
reading of it. . 

The CuarrMAn: Shall we do that? 

Mr. Murcu: We have had the report in our hands for nearly a week. 

The. CHAIRMAN: Perhaps we had better have Mr, Vaughan read it, we 
have just about time enough left to permit him to do so. 


Mr. VAUGHAN: 


Montreau, March 15, 1947. 


The Honourable Lions, CHEvrRIER, K.C., M.P., 

Minister of Transport, 

Ottawa. 

Sir, 

On behalf of the Board of Directors of Canadian National (West Indies) 
Steamships, Limited, I beg to submit the Annual Report of the Company for 
the calendar year 1946. 

The operating results for the year compare with the previous year as 
follows:— 

Operating Revenues ....  $6,669,128.45 $4,412,251.34 $2,256,877. 14 51:15% 
Operating Expenses .... 4,959,240.08 2,849,091 .51 2,110,148 .57 74-06% 


Operating Profit... $1,709,888 .37 $1,563,159 .83 $ 146,728.54 
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The number of voyages completed was 49 as compared with 23 in 1945. 
Export tonnage increased 65,446 tons, of which flour constituted the largest 
increase, 19,515 tons. Import tonnage increased 85,030 tons, largely due to 
increased sugar tonnage of 60,381 tons. Freight revenue for the year amounted 
to $5,700,121, an increase of $2,544,407 or 80-6 per cent. Passenger revenue 
increased from $55,326 in 1945 to $96,727 in 1946, but the limited passenger 
accommodation fell far below the increasing demands for passage. 

Operating expenses amounted to $4,959,240, in increase of $2,110,148. This 
increase reflects the upward trend of vessel operating costs and cost of cargo 
handling, particularly at West Indies. ports where increased costs have been 
substantial. Provision was also made in the year’s expenses for the cost of 
overhaul (on owner’s account) of the Lady Nelson and Lady Rodney. These 
two ships were released in December from their wartime duties and are now 
in dry dock undergoing reconversion and overhaul: preparatory to resuming 
regular freight and passenger service to the Eastern group of islands. 

Net profit from operations for the year was $1,709,888, an increase of 
$146,728 over the previous year. After adding interest earnings to the operating 
profit and providing for fixed charges (including interest on government 
advances) there was an income surplus for the year of $1,302,051. Of this 
surplus $196,887, being the interest earnings of the vessel replacement fund, 
was retained in that fund and the balance, $1,105,164, has been paid to the 
government in reduction of advances made for deficits in the development 
period 1929-1934. . 

In line with the decision to dispose of certain of the older vessels, mentioned 
in last year’s report, three vessels were sold during 1946, the Cathcart, Cavelier 
and Connector. The proceeds of sale were placed in the vessel replacement fund. 
Two 4,700 ton cargo vessels of the tween deck (dominion) type were purchased 
from War Assets Corporation during the year and three other similar “Park” 
vessels, on bare boat charter to the company at the end of the year, will be 
purchased in 1947. The first of the three diesel powered cargo vessels being 
purchased from War Assets Corporation was delivered late in 1946, the remaining 
two early in 1947. These vessels have a deadweight tonnage of 7,500 tons 
each, with over 15,000 feet of refrigerated space and a speed of 15 knots. They 
have accommodation for 12 first class passengers, and 70 deck passengers for 
inter-island travel. All vessel purchases have been financed from the vessel 
replacement fund. 

At December 31, 1946, the Company owned the following vessels: 


Gross Deadweight 
Tonnage Tonnage 


LG PoeN Ola O aes tiers as eae hy Ok Se eee aes oe 7,970 6,370 
MIAO fa LOURCY Re 1 Cath sat hea ie iste oe eee esa oe ea 8194 4,665 
OOM I) Sages eerie Re ee Ee CON EA ae ee RE Re 6,136 8,600 
COLDOPT EC, rohan re wat ae Het ee Seen een PT cele 6,230 8,650 
CONTAIN GC ANGUCTOT teen tes Oe ele a eR Ra 2,930 4,532 
CONGIIONS OVUIS CT ered aera CRM ec EERE PT oe 6,745 7,460 
CERIN eOOSEr UE iE ie heeled Oi i ee oc ak OR ee boa ens 2,967 4,532 

41,172 44,809 


In 1947 the fleet will be increased by the three “Park” and two diesel powered 
vessels referred to above. The Colborne has been sold and the Chomedy may 
be sold later in the year. These changes made, the company will own ten 
vessels with a total deadweight of 56,075 tons. 

Acknowledgment is made of the loyal and efficient service rendered by the 
‘officers and employees of the company, both ashore and afloat. 


For the Board of Directors, 


R. C. VAUGHAN, 
President. 
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1946 1945 
OPERATING REVENUE: 

TOT OM Skee i nate PANS cee als ering sow epee ote $5,700,121 .21 $3,155,714.43 
EE NASP AG hi or ni oe ae Paps oe EME ar ROU Ny ie Se Pi or A tiea bs 55,325.89 
Agency f66s, efG: Be ee sete ee a 97,436.71 258,869 .34 
LISTED esate erie cee Ue eeu aw ete eaters 119,587 .00 132,235.50 
WeSC Tee Ped ee a tie oe iO gg TT erate Schnee 655,256 . 8il 810,106.18 

Rota Sor ee ee oar ee ae omen ee $6,669,128 .45 $4,412,251 .34 

OPERATING EXPENSES: 

VOVALe ACCOUNTA 4 ion salen oderwis wilting cies $4,427,367 .90 $2,397,075 .48 
Depreciation on vessels ..........2+e05. 288,092.02 279,466.28 
Management and office expenses ........ 209,980.03 166,402.86 
PETROS. Be eee Ck a Ri ehe aralial veces 8 29,021.99 4,329.72 
(FEHEVCEXPETISES i enter cote 4 sions «14 tno ee ses 4,778 114 1 Sil7aly 

UR han etea Aa o ck hea 8d oe pies $4,959,240 .08 $2,849,091 .51 

Operating PLONG sae .4 pee ces wee $1,709,888 .37 $1,563,159 .83 
Vessel replacement fund earnings ....... $ 196,887.28 $ 216,842.16 
Interest on bonds held by public........ 470,000.00 470,000.00 
FX Cha nee ON; Was eu wt Weir Be ee > 6 8,225 .00 50,916.66 
Interest on government advances ...... 126,499 .02 142,999.42 

SUL DH ae ras pale lal piste weer sg Mie sie eles $1,302,051.63 $1,116,085. 9'1 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
at 3lst December, 1946 


Balance at 3lst December, 1945—Deficit...............% 
Surplus as per income account, year 1946.............-. 


$4,963,633 .22 
1,302,051 .63 


Balance as 3lst December, 1946—Deficit ............505. $3,661,581 .59 
The Cuarrman: Now, gentlemen, is there any discussion on the balance 
sheet? 

Mr. Jackman: Your operating ratio certainly went up a lot last year. 

Mr. VauGHAN: It increased very materially because there was $715,000 
provided in the expenses for overhauling two of the ‘‘Lady” ships. 

Mr. Nicuouson: Last year as I recall we had considerable discussion about 
the profit and loss deficit of $3,661,000; has there been any conversation 
between the company and the government with regard to that matter? 

Mr. Vaucuan: The finance department has declined to make any further 
adjustment in that. We have made substantial progress in reducing the profit 
and loss deficit. At the end of 1936 it was $9,078,000, at the end of 1946 it is 
$3,661,000; so we have wiped out nearly $6,000,000 of that deficit which we do 
not think should ever have been charged against us. 

Mr. Nicuoison: Would the minister care to make any statement as to why 
the government takes a stand? 

Hon. Mr. Cuevrier: I am afraid that I shall have to repeat what I have 
said; that I am of the same view as the Department of Finance and of the 
same opinion as the government was at the time. 

Mr. Jackman: Would the minister like to give the reasons why the accumu- 
lated deficit in the early years should not be wiped out? 

Hon. Mr. Cuevrier: I think the matter is similar to the one we have been 

- discussing with reference to income bonds; there is a relationship between the 

two, and the government has not seen fit thus far to adjust certain fixed charges 

of the railway by accepting income bonds in lieu thereof; and neither has it 
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decided with reference to the profit and loss account of the steamships; although | 
I think there is a far better case—I speak personally now, of course—for 
acceptance of income bonds in this case. Oe 

Mr. VaucHan: I would hke to point out that of the deficit of $3,661,581, 
$3,353,000 represents interest on deficits. . 

Mr. Jackman: Is that not excepting part of the operation of 1937 in 
connection with the railways, wiping out the interest on deficits? | 

Mr. Cooprr: Yes, that was what was done. | 

Mr. JAcKMAN: It does not seem to me that this case is quite on the same — 
four legs as the other one. 

Hon. Mr. Cuevrimr: I said there was a relationship between the two. 

Mr. JAcKkmAN: If you carried out the same principle which was carried out 
in 1937 in connection with the railway, giving it a fair chance, it seems to me 
the same principle might be applied in connection with the steamships. 

Mr. Vaucuan: It would probably need an Act to do that. As it happens 
in this case, we are making pretty good progress in whittling that down. As I 
say, I do not think it should have been there, but that was a matter for the 
Department of Finance at the time. I think the Act, as it read or as it does 
read, required them to charge interest, so it would need a change in the Act 
to wipe that out. 

Mr. JaAcKMAN: Perhaps, after the adjournment we could hear from either 
the minister or the president as to the future policy of the Canadian West Indies 
Steamship Company. 

The CHARMAN: Very well, can we adopt this report? It has been moved 
the report be adopted and Mr. Vaughan will perhaps make a statement. Does 
that meet with your wishes Mr. Jackman? 

Carried. 


Gentlemen, can we meet at four o’clock? We have not very much work left — 
and perhaps we can get it fairly well cleaned up this afternoon. 
At 1.00 p.m. the committee adjourned to meet again at 4.00 p.m. 


AFTERNOON SESSION 


The Committee resumed at 4.00 p.m. 


The CHatrman: Now, I think before we adjourned at noon, Mr. J ackman 
asked Mr. Vaughan for a short statement. 


Mr. VaucHaAN: Last year, I made a rather full statement in connection _ 
with the Canadian National West Indies Steamships. We had a good year in 
1946 and I think the prospects are fair for 1947. We have almost an entirely 
new fleet which we paid for from our replacement fund, so that we will have ten 
modern boats in operation this year and probably one of the older boats. Our 
returns for the first three months of this year are on a parity with last year. 
It looks as if there will be plenty of sugar coming northbound for the various 
steamship companies and there is good cargo offering southbound, both to the 
eastern and western islands. 

Mr. JAckMAN: What I had in mind, Mr. Vaughan, was while it is true 
the Canadian National owns—no, it does not own. . 

Mr. Coorrr: The government owns the stock. 

Mr. Jackman: The company which you operate as a service to the govern- 
ment. : 

Mr. Cooper: The directors of the Canadian National Steamships are 
the same directors as for the railway company, but the stock, in both cases, 
is owned by the government. 
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Mr. Harrietp: Mr. Vaughan, has there been any consideration given to 


operating of a line to South America in view of the increased trade between 


Canada and South America? I noticed that within the last two years the 


~ Mornac Line has come into Canadian ports and taken your newsprint business 


for South America away from the railways. They dock their ships near the 
factories. Has there been any consideration given to having steamships operate 
on a line to South America? 

Mr. VaucHAN: We have not given that matter consideration recently, 
Mr. Hatfield, but some time ago we did give consideration to that. We believed 


that, with the boats we would have available, we could not operate down to 


South America and give a satisfactory service to the West Indies. 

Mr. Hatrietp: I know there will be more boats available. Has not the 
Park Steamship Company boats available? 

Mr. VaucHan: Many of them have been sold. I do not know how many 


of them have been disposed of, but I think the great majority of them have gone. 
We had an experience somewhat similar following the last war when the 


Canadian Government Merchant Marine was ‘in operation. We operated a 


number of steamers down to South America calling at Pernambuco, Rio de 
_ Janeiro, Bahai, Montevideo and Buenos Aires. The business was good until 


Great Britain and European countries built up their Merchant Marine again. 


_ After that, our business to South America disappeared. 


Mr. Hatrietp: Exports to South America have increased about 100 per 
cent since then. I do not like to see a foreign company come in, use foreign 
stevedores and get this business. 

Mr. VaucHan: There are lines running out of Montreal to South America. 
I think there are some foreign vessels. 

Mr. Harrierp: I know the Mornac Line operates there. There is a big 
business down in South America. Our export business is going to be with South 
America in the future. After two or three years, we are not going to have any 
export business with Europe. We might as well forget about that. 


Mr. VaucHaAN: It is something we will go into again. If there were any 
prospect of that business being profitable and we had more vessels, we might 
go into it. We have tried to keep out of the way of privately operated steam- 
ship companies. 


Mr. Hatrietp: Those steamships which are coming in there and taking this 


business are owned by the United States government. The United States 


government started a policy of building ships in about 1936, I think, and having 
the different steamship companies operate them, provided the companies would 
follow the trade routes the government designated. 


Mr. VauGHAN: That is correct. 
Mr. Hatrietp: We should have followed the same policy. - 
Hon. Mr. Cuevrier: We did that with reference to Park Steamships, 


_ but most of the vessels were sold and many were chartered. 


_ Mr. Harrrerp: You did that because of the war, but not as a steamship 


4 policy. 


Hon. Mr. Cuevrizr: As you are aware, Mr. Howe intends to bring down 


an Act to set up a Maritime Commission. I do rot know what the duties of the 
_ Maritime Commission would be because I have not seen a draft of the bill, 
- but I presume the commission will have the duty and responsibility of advis- 
ing the government on trade routes and matters of that kind. 


Mr. Jackman: What I had in mind was a little more general than what 
has been stated and perhaps it is a little more relevant to what Mr. Hatfield 
has said. As I recall, some years ago; we did not seem to be quite certain in our 
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own minds exactly what the destiny of the Canadian National West Indies a 
Steamship Line was going to be, whether we would continue it under govern- — 


ment ownership or expand it or what? 


Mr. VauGHan: We intend, speaking from the standpoint of the Canadian 4 


National Railways, to operate these vessels continuously to the West Indies, 
the same as if the trade agreements were in effect unless we find later on that 


we would be sustaining heavy losses. We propose to handle the situation the ~ 


same as we would if we were a private organization. I do not know what is 
going to be done about the trade agreements. We are operating now pretty 
much as if the trade agreements were in existence. As it happens we have plenty 
of cargo both northbound and southbound: 


Mr. Jackman: Do I understand correctly that, many years ago, the 


government was in the steamship business? The government gave up its 
ownership and operation of the vessels. Then, when these trade agreements 
with the West Indies were entered into, this line came into being. I am very 
hazy about it. 


Mr. VavucHan: The Canadian Government Merchant Marine was formed 


following the last war. There were many ‘boats built at various points in 
Canada for war purposes. None of them were delivered until after the war 
was over. Then, the Canadian Government Merchant Marine was formed to 


enable Canada to expand her trade with the various other countries in the — 


world. They were turned over to us for operation. At that time, there was 
plenty of cargo available. We operated ships everywhere, to South America, 


Egypt, India and South Africa. However, that trade gradually disappeared — 


and we had no more use for the boats, so they were disposed of. 

Mr. JAcKMAN: You operated them for the Canadian Government Merchant 
Marine? 

Mr. Hatrretp: They were very poor boats. 

Mr. VauGcHAN: They were not fast boats, but they were fair cargo boats. 

Mr. Jackman: Then, those boats were disposed of and we got out of the 
shipping business? | 

Mr. VauGcHAN: Except that we began the West Indies business. 

Mr. JAcCKMAN: Agreements were entered into at that time with the West 
Indies government? 

Mr. VauGHAN: Yes. 

Mr. JacKMAN: And that is where we are to-day? 

Mr. VaucHan: That is where we are to-day. 

Mr. JAackMAN: May I ask what the scale of wages is on these boats? 

Mr. VaucHaNn: I have not got it here, but I can get it for you. We pay the 
standard scale of wages on these ships. We have had some negotiations with 
our men and some adjustments were made the first of June last. Those adjust- 
ments were only recently made. 

Hon. Mr. Cuervrisr: They would be on the same scale and rate as the 
new schedule put into effect by the Department of Transport on its boats? 

Mr. VaucHan: That is correct. The Shipping Federation also had a 
hand in 11. | 

Hon. Mr. Cuevrier: I have not those schedules on hand, but they were 
tabled in the House. They are substantially higher than they were in 1946. 
They came into effect on the first of January, 1947, and some were retroactive 
to a period prior to that. I do not know just when. 

Mr. VaucHan: There have been very substantial increases granted in the 
last year to every one on the ship from the master down. 

Mr. JaAckMaAN: The reason I asked the question was, last November I had 
occasion to sail down to the Caribbean. While I thought the ship was of Ameri- 
can registry, I found it was under Honduras registry. The crew were all 
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Hondurans either Indians or coloured. I found their wage scale was sub- 
stantially lower than the American scale. I understood they were paid $80 to 
$125 a month with everything found. When they were in port, they were 
housed and boarded, so they had no expenses whatever. That rate 1s sub- 
stantially less than the American rate and I was wondering how the Canadian 


rate compared with that. 


Hon. Mr. Cuevrrer: Speaking from memory, I would say substantially 
higher than that. Our rates were devised in accordance with the prevailing 
rates. Our rates were divided into three parts, first, in accordance with the 
prevailing rates on the great lakes, and, ‘by that, I mean the rates paid by the 
steamship companies on the Great Lakes. A similar rate was fixed in accord- 
ance with the rate paid by independent steamship companies on the west coast, 
and equally on the east coast; there is a difference between the three, depending 
upon whether the vessel operates on inland waters or whether it is a deep sea 
vessel. However, I think I am safe in saying that the rate in Canada is much 
higher than the rate to which you have referred, but somewhat less than that 
in the United States. It is higher than the rate in Great Britain. 

Mr.. Vaucuan: Our rates are substantially lower than the rates paid on 
vessels flying the American flag. 

Mr. JackMAN: But, I suppose substantially higher than the rate paid by 


Great Britain or European countries. 


Mr. VaucHan: Somewhat higher than Great Britain. There is nothing 
like the differential between our wages and those paid in Great Britain such 
as existed before the war. 

Mr. Jackman: I suppose our traffic is all competitive. Other lines can 
get it, we have no monopoly. 

Mr. VaucHan: No, we have no monopoly. We are soliciting all the 
business we can. - 

Mr. Jackman: In the absence of trade agreements or mail subsidies or 
other forms of subsidy, do you think we can hold our own in this West Indies 
trade? 

Mr. Vaueuan: I think we can. 

Mr. Jackman: May I ask, on the Saguenay Line, and that is your chief 
competitor in Canada, I suppose it brings some bauxite? 

Mr. Vaucuan: Yes, those boats are the principal competition. They bring 
bauxite up the Saguenay and then come down to Montreal and load general 
cargo for the West Indies. 3 
Mr. Jackman: They can clean out the bauxite dust and make the vessels 
suitable? 

Mr. Vaucuan: Yes, and they are keen competitors, but we get along very 
well together. 

Mr. Jackman: Do not answer this question if you do not care to, but would 
that line exist were it not for the fact it was, to some extent, an integrated 
operation of the Aluminum Company? 

Mr. Vaucuan: I would not like to express an opinion on that, but I do 
not think it would ever have been in existence but for its connection with the 
Aluminum Company. 

The CuairMAN: Does that answer your question, Mr. Jackman? 

Mr. Jackman: So far as the government is concerned, it must have a policy 
in connection with the West Indies Steamship Company. Is it simply acting 
on the advice of the operators? If the company makes a profit, it is all right 
and if it is a loss the government stands it? 

Hon. Mr. Cueverer: It is not acting exclusively on the advice of the 
operators, but it is guided to some extent by their advice. You see, 
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there. is a question, not only of the steamship operation, but there is also 
a question which was brought up by Mr. Hatfield, of new trade avenues, which 
brings up the question of trade agreements. If trade treaties were signed with 
these countries they may or may not contain a clause having to do with the 
shipment of goods. While the war was on, there was no question of entering 
into negotiations with these countries. I know the Minister of Trade and 
Commerce is keenly interested in trade with South America. He has some 
strong views on that subject. 


Mr. Jackman: I would agree with Mr. Hatfield’s view that we should do 
everything possible to facilitate trade between ourselves and the central and 
South American countries. 


Mr. Harriexp: I do not think any trade agreement should tie up any steam- 
ship line. I do not think that should enter into any treaty. 

Hon. Mr. Cuevrrer: I am not Suggesting it should tie it up. I am 
suggesting that if there were a trade agreement, it might well contain a clause 
covering— es 

Mr. Hatrierp: I do not think a trade agreement should have anything to 
do with the steamship line. 


Hon. Mr. Cuevrier: It did in the case of the West Indies. 


Mr. Harrteyp: I do not think we should compel a steamship line to run 
at a loss just because of any clause in a treaty. This was the case in the West | 


Indies treaty, it forced the West Indies company to take a loss during the 
depression. 


Mr. VaucHAN: We have not lost any money since 1934. This line has 
operated at a profit since 1934. a. 


Mr. Harrietp: When the treaty was in effect, you had heavy losses. 


Mr. VaucHan: There was quite a large development and organization 
expense in the early days. 


Mr. Harrietp: Those losses might have been cut down, had you called at q 
certain ports on your way. I think you could help the operation of your 
company by having small cargo steamers down in the West Indies to take 
cargoes between ports. There are probably 25 or 30 ports at which you call 
that are not worth calling at. : 

Mr. VaucHan: We did operate boats from Kingston to such places as 


British Honduras. We lost a great deal of money and we abandoned: the 
service. 


Mr. Hatrieip: There are lots of points at which you call that are not 
worth calling at. 


Mr. VaucHan: My experience has been that if there is cargo available on 
a profitable basis, usually a private company gets into the business sooner or 
later. : 

Hon. Mr. Cuevrier: Is not that the basis on which the whole problem 
should be canvassed? I am thinking now of the Australasian service we had 
prior to the war. It was a complete loss in so far as the government of Canada 
was concerned. Efforts have been made to bring it into operation again. I 
have not the figures before me now, but if anyone saw them I think they would 
not encourage the Canadian government to go into an operation of that sort. 
While I am not familiar with the situation to which Mr. Hatfield refers, I think 
before I would make any recommendation, I would want to know whether the 
trade route would be a profitable one or not. 


Mr. Hartrierp: I do not think you could compete with the Norwegians and 
Danes in so far as a steamship service is concerned. Considering the wages paid 
by the United States and Canada, I do not think you could compete with these 
other countries after the war. 


Voge a a 
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The CHairMAN: You have discussed that gentlemen, is that satisfactory? 


Mr. Jackman: I do not think we have a very clear picture of just what 
the policy is with respect to the West Indies Steamship Lines as yet. As I 


- understand it, it is going to be continued because we want to develop this trade. 


We had some ships as a nucleus, and we entered into this agreement with the 
West Indies. The company has made satisfactory progress in recent years. As 
Mr. Vaughan has just stated, if there is good cargo offering down there, private 
enterprise seems to go into the business and provide a service. 

Now, we have this company which is progressing very nicely. The natural 
tendency on the part of the operators will be, I take it, to expand it and call upon 
parliament to make a capital appropriation so they can compete more and more 
with private enterprise. At the same time, we have to give consideration to the 
fact it may give employment to some of our population who prefer the sea to 
other occupations. I suppose that must be considered, but, at the same 
time, I do not think there is anything clear— : 

Hon. Mr. Cnrrvrrer: How could there be anything clear until there is 
something definite put before us? If there is profitable cargo from South America 
to here-and the West Indies Steamship Company is able and willing to undertake 
it, [ am sure the company will make representation to the government. If that 
does happen, we will certainly be glad to consider it. If the directors of the 
steamship company, after having gone into it fully, came to the conclusion that 
it is a profitable venture and recommended it to the government, then I think 
before we would turn it away, we would give it very serious consideration. 
I think to-day we would not turn it down. 

Mr. Hazen: The annual report of the Canadian National Railways gives 
a great deal more detail about the railways than does your report on steamships 
give about steamships. For instance, the net operating revenue of the railways 
on page 13 of the report, also pages 14 and 15, gives a good deal of detail. In the 


case of the steamships you give no details whatever. It came to my attention 
_ because I was looking to see how much you received from passenger service and 


how much from freight. 
Mr. VaucHan: You will find that on page 8, Mr. Hazen. 
Mr. Hazen: Well then, I was looking also to see what amount of damages 


_ you have had to pay for loss of property and lost persons, and so on; you give 


that in connection with the railways in considerable detail but there is no similar 


_ statement in connection with your steamships that TI can see. 


a 
4 
5 


Mr. VaucHan: No, we have not submitted any statement of that kind 
because it is a very insignificant amount. 
Mr. Hazen: It would be a very interesting detail to have. 


Mr. Vaucuan: It is a small company and losses of that kind would be 
almost insignificant. 


_ Hon. Mr. Cuevrrer: It is a small venture compared with the Canadian 
National Railways. 

Mr. Hazen: Now, you sold three ships during the last year; what did 
you get for those ships, and who bought them? 
Mr. VAuGHAN: We have the prices here and we can give it to you. 
Mr. Cooprer: We sold the S.S. Cathcart for $150,000; the S.S. Cavelier for 
$175,000; and the S.S. Connector for $150,000; a total of $475,000. 
Mr. Hazen: Who was.the purchaser, to whom did you sell them? How 


did you sell them? 


Mr. VaucHan: I do not remember offhand who the purchasers were. Tenders _ 


_were called put the tenders were not satisfactory and we sold them for a ereat 


deal more than the tenders we got. 
Mr. Hazen: Were they sold in this country? 
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Mr. Vavucuan: I do not think so. : 
Mr. Hazen: Are they still under Canadian registry? ae 
Mr. Vaucuan: I do not think so. Sorne were sold abroad, and I think two or — 
three were sold to Chinese interests. - 
Hon. Mr. Curvrier: They were old ships, Mr. Vaughan? 

Mr, VauaHan: They were old ships, built during the last war. ’ 
i 


Hon. Mr. Cuevrier: And by that you mean the war of 1914-1918? 

Mr. VaucHan: Yes. They became obsolete and were expensive to operate _ 
and required a lot of money to be spent on them to keep them in condition. 7 
Mr. Hazen: Were they all sold outside of this country? : 

Mr. Vaueuan: As far as I recall they were all sold outside this country 
and are going to be used outside of this country. There was no market for them 
in Canada. | 

Mr. Hazen: I would think that you would have a record of to whom they ~ 
were sold. - 

Mr. VaucHAN: I can very easily get that for you. 

Mr. Hatrietp: There is another thing about the West Indies steamship 
service, Mr. Chairman; there are a great many young men in our navy who have = 
no place to go except to foreign ships. I was wondering if you could not use 
more ships and in that way give employment to more of our Canadian seamen. 


Mr. Vaucuan: If we have any great indication of business available which 
might make it desirable for us to extend our services down to South America 
we will certainly give the matter consideration, but we do not want to be in 
the position we were following the last war when there was a great deal of 
criticism because the boats were operated at a loss. We try to operate these 
boats on a business basis and make them pay. ; 

Hon. Mr, Cuevrter: I might point out, gentlemen, that our merchant 
marine is in far better shape to-day than it was. Before the war we had 39 
ships operating where we now have some 250 or 300. 

Mr. Harrrepp: You should make plans to extend your trade and thereby 
give more employment to the men of our merchant navy. 

Mr. Hazen: Is there not a comparatively small number of men employed | 
on these ships? 

Mr. VaucHan: We made a full report last year in regard to the operation ~ 
of Canadian National Steamships to this committee, in which we outlined the 
operation of our vessels from the beginning up to that time. That is in the ~ 
Minutes of Proceedings of this committee. We can file additional copies of 
that report if members of the committee so desire. Our position in connection — 
with the operation of steamships is that we do not feel that we are justified 
in going into services which we cannot make pay. We do not get any credit 
for operating vessels at a loss. 

Some Hon. Mremserrs: Hear, hear. 

Mr. JackMAN: I notice that the present budget calls for three diesel-_ 
powered vessels being acquired. Could you tell us something about that. 

Mr. VaucHAN: One was acquired I think last year and there are two more ~ 
now in service. We will have five “Park” boats which we bought at current _ 
market price that is the price other steamship companies paid for them. Those 
three diesel boats were built. as a war measure. We still have two of the “Lady” 
boats, and we have one of the older boats, the Chomedy, still in operation which 
we expect will be sold this year. 

The CHAtmRMAN: Does that conclude the discussion on the steamships; 
eentlemen? 


Agreed? 


ETRE See ee 
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Then, let us take up the Canadian National Railways Security Trust. 
Before we go into that, Mr. Cooper has the answers to certain questions 
which were asked. 


Mr. Coorger: Mr. Nicholson asked a question. 
How much land did you sell in western Canada last year, by 


provinces, and what was the average price received for same? 
The answer is: 


acres 
DAO ATOMO WAIT ae es gs goo ge rans Stee «Nas 74,387 
EVUSTTEO Degen ee re e sc cise os cite Sn em 10,487 
ROOT Pee ene sm Weep te ra ay ge, 160 
Dele eee a eee aie ons aan Ler as 2's 85,034 


The average price received per acre was $11.20. 
Then there was another question asked :— 

How much unsold land have the Canadian National Railways at 
_ present in western Canada, by provinces: 
And the answer is: 


acres 

DWARIGHUGHO WAT Son fiir eee ce Sec aS Viwae 270,599 
AV Let cheaters ec Peters sg os ae ae Sh eee ne hy er 17,208 
NSD Or TAS ores er hes ee mele oe a id 4,567 
POUR ba econ cy seme eee ae OG ie Sa OS 292,374 


The Cuamman: Now, Mr. Vaughan, do you want to read the report, or do 
you want Mr. Cooper to read it? 


Mr. VaucHANn: I think Mr. Cooper had better read it. 
Mr. Cooper: 


THE CANADIAN NATIONAL RAILWAYS SECURITIES TRUST 
Orrawa, 21st February, 1947. 


The Honourable Lionel Cuervrimr, K.C., M.P., 


Minister of Transport, 

Ottawa. | 

Sir—In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of The Canadian National Railways Securities Trust for the 
calendar year 1946. 

The book value of the capital stock of the Securities Trust has been 
decreased during the year by $1,307,952.35, due to capital loss on retirement 
of rolling stock equipment charged to proprietor’s equity and in respect of which 
His Majesty has not made cash reimbursement to the railway. 

There weré no transactions during the year affecting the collateral securities 
held by the Securities Trust. 

The Trustees present herewith the balance sheet of the Securities Trust 
at at December 31, 1946. | 

F. P. VARCOE, 
For the Trustees. 
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Mr. JackMAN: Would you care to comment on that item in the second 


paragraph of this report in layman’s language; you wrote off the sum of 


$1 ,307,000-odd: for rolling stock equipment, cars and other rolling stock standing 
on your books and that was charged to “proprietor’s equity”; and you say the 
government did not see fit to reimburse you for that amount. That does not 
mean very much to me in that form. 

Mr. Coorrer: We went over the same ground last year, if you remember, 
Mr. Jackman; In 1940 we changed over from “equipment retirement accounting” 
to “depreciation accounting”. 

Mr. JAcKMAN: I know that. 

Mr. Cooper: We did not at that time set up a reserve for past accrued 
depreciation. That is the depreciation existing at December 31, 1939. 

Mr. Jackman: I can follow you that far down, but you have written this 
rolling stock off completely and there is a big account for that still in 1947. 

Mr. Cooper: Let me explain it again. When we come now to writing off 
retired equipment our practice is to charge to depreciation reserve the amount 
of depreciation which has been accrued since January 1, 1940. We have 


_ charged that proportion of the loss to the depreciation reserve because we have 
established the reserve by charges to operating expenses since 1940; but with 


respect to the loss applicable to the period prior to 1940, having no reserve 
against that, we charge it off to the shareholder’s equity account as I explained 
to you last year. That conforms to the policy which was threshed out with the 


trustees of the security trust, including three deputy ministers—finance, 


transport and justice. You asked me last year how long we would continue 
to make those charges against shareholders’ equity account and I said we would 
continue to do so until our reserve had been permitted to build up to a level 
at which it could absorb all equipment retirement losses; and I expressed the 
opinion, if you remember, that it might run for ten years; that is to say if we 


continue our present practice we shall have at the end of nine or ten years 
from now a reserve for equipment depreciation which will ‘be sufficient in my 


opinion to absorb all losses on the retirement of equipment. And it was my 
impression, Mr. Jackman, that you were in full agreement with that practice. 


Mr. JackMAN: I may have been. However, you will appreciate that the 


- question is a little technical. 


Mr. Cooprr: I would like to add this, too; that we are following exactly the 
same policy which was followed by United States railways, when they changed 
over from retirement accounting to depreciation accounting. They did not set 
up a reserve for past depreciation; but they have since built up a reserve which 
to-day is quite sufficient to absorb all retirement losses. I ‘believe that the 
progress we have made in building up a reserve is more favourable than theirs. 
Taking our own American lines, for example, we have been accruing depreciation 
on rolling stock equipment, since 1907, which is a period of forty years. The 
present reserve is equal to 384 per cent—of the ledger value of the equipment 
owned by our American lines. On our Canadian lines we commenced to accrue 
depreciation in 1940, which is only seven years ago, and we now have a reserve 
equal to 17-5 per cent of the ledger value of our equipment. In other words, on 
our American lines their depreciation reserve has been built up on an average of 
less than 1 per cent per annum; that is to say the reserve itself has increased by 
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about one per cent per annum of the ledger value of the equipment; hier yee in a 
Canada we have reached 17-5 per cent in seven years; and I think therefor it i 
is obvious that if we continue our present practice, which is identical with — 
theirs, we shall reach the same result by the same methods, but in a shorter time. 


Mr. JAcKMaNn: Thank you. 
The CuHarrmMan: Are there any other questions? 


Mr. Harrietp: Are there any outstanding provincial bonds for the Cana- 
dian National Railways? 
Hon. Mr. Cuevrier: You will find that in the annual report. 


‘Mr. Cooper: You will have to go back to the annual report for that. They 
are shown on page 19 of the railway report. The first four items on page 19 are 
perpetual bonds, and there are four items down in the bottom section of secur- 
ities on that page. All in all we have eight different issues of perpetual obliga- 
tions. They are not now in total any large amount. Prior to the repatriation 
orders of the United Kingdom government in 1941 and 1942 the amount was 
very substantial indeed. It has now been cut down to a small figure. There are 
securities of that-kind held by other than United Kingdom residents against 
whom a vesting order issued by the British government would not have any 
effect. Some of these bonds are held on the continent of Europe, some in 
Ireland, some in the United States and some in Canada. 

Mr. Hatrieytp: What about the Canadian Bank of Commerce? 

Mr. Cooprrr: I could not say. 

Mr. VAUGHAN: Quite likely they have some. 

Mr. Harrretp: Are these all 6 per cent? | 

Mr. Coorrer: If you are looking at the security trust those are only 
collateral securities. That does not mean very much. Those are notes and 
obligations which were given by the Canadian Northern, the Grand Trunk — 
and the Grand Trunk-Pacific to the government at the time the government 
was making advances to those companies. 3 

Mr. Hatrietp: You are not paying interest on them? 

Mr. Cooprr: No, sir. 

Mr. Retp: There is just one question I would like to ask; I see that in 
1932 you issued some 5 per cent securities. I was wondering the reason for that, I 
thought money was fairly easy at that time? 

Mr. Vaucuan: I think those loans, Mr. Reid, were all issued on a com- 
petitive basis. I think tenders were called. I did not have anything to do with 
it at that time, ‘but my information is that tenders were called at the time and 
in any event when those securities were issued the rate prevailing was much 
higher than it is now. 

The CuHatrMaNn: Is it the pleasure of the committee to adopt the security | 
trust report? 

Agreed. 


Now the auditors’ report? That closes the story. I do not think it will be 
necessary to read the whole of it. I suggest that it be taken as read because 
no doubt everyone has read it. 


Agreed. | 
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CANADIAN NATIONAL RAILWAY SYSTEM 


15th March, 1947. 
THE HONOURABLE 

THE MINISTER OF TRANSPORT, 

Orrawa, CANADA. 


Sir:—Acting under authority of The Canadian National-Canadian- Pacific 
Act, 1983 as amended 1936, and Chapter 4, 1946, “An Act respecting the, 
appointment of Auditors for National Railways”’, we have audited the accounts 
of the Canadian National Railway System for the year ended the 31st December, 
1946, and we now submit, through you, our report to parliament. 

Supplementing our audit certificate appended to the accounts published by 
the railway, we comment on the consolidated income account, consolidated balance 
sheet, general scope of audit, uniform accounting regulations and the Canadian 
National Railways Securities Trust as follows:— 


CONSOLIDATED INcoME ACCOUNT 
Consolidated Income Account 
The deficit amounting to $8,962,000 for the year 1946 is summarized 


hereunder :— 
Surplus after making provision for the general expenses of operation 


but. before fixed charges and depreciation.............s.ee000- $56,873,000 
eRe seals Cts Ca Leaie trey coe we rks ee NN Ee Dine Sen ee eae 46,685,000 
DUP ilie DELOLGE CEDRCOIA DIOIt he hee digo Sicce: of Pak nk eae: Ae in sw hdeerandes $10,188,000 

Less: depreciation of system equipment and United States lines 
CEPreCleuie eet WHTOPeriGdy sews g sitet Riis Obie eat, Sie sl we bles, ble ss 19,150,000 
UDR Ter ut Aaa A dal ak St Tetiage yh g ye As RU ARO Nat eC ae $ 8,962,000 


Operating expenses reflect the utilization of $7,525,000 i.e. 100 per cent from 
the inventory reserve and $6,000,000, i.e. 34-3 per cent, from the deferred main- 
tenance reserve for equipment or 15:4 per cent from the combined maintenance 
reserve. 


The general expenses of operation in 1946 largely consisting of wages and 
materials include the following items, reference to which may be of interest:— 
(a) Loss of service value in replacements and retirements of depreciable 
fixed properties, i.e. bridges, buildings, stations, shops, etc. on the 
Canadian lines; 

(b) Loss of service value in replacements and retirements of non-depreciable 
track structure, i.e. ties, rails, other track material and ballast on both 
the Canadian and United States lines; 

(c) Pensions covering 

(1) Railway’s portion of payments to retired employees under all plans, 
and 

(11) Increase in pension contract reserve for the railway’s portion of the 
estimated capital amount of all pension contracts in force at the 
year end under the 1935 plan; 

(d) Insurance premiums limited mainly to risks carried outside of the 
insurance fund; 

(e) Loss on operations of insurance fund, and 

(f) General taxes relating principally to dominion unemployment insurance, 
United States federal and state taxes, municipal taxes in Canada and 
the United States, and taxes assessed against hotels and separately 
operated properties. 
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Fixed charges, shown in the foregoing summary anid in accordance with the 


principles defined by the Interstate Commerce Commission, cover interest on 
funded debt held by the public, interest on loans from the government, interest 
on unfunded debt, armortization of discount on funded debt and rent for leased 
roads and equipment. The ratio of fixed charges to operating revenues was 
11-7 per cent. We would again call the attention of parliament to this dis- 
proportionate ratio of fixed charges as borne by the National System in 
comparison with other major railways in North America. 

: Interest on funded debt averaged 4:24 per cent and interest on loans from 
the dominion government 3-05 per cent or a composite rate of 3-56 per cent 
at the year end. 


Depreciation provision has been made for the equipment of both the. 
Canadian and United States lines of the National System, the 3-1/3 per cent ~ 


annual depreciation rate used for rail equipment of the Canadian lines being 
comparable with the latest available composite of the rates used by the Class I 
Railroads in the United-States under the authority of the Interstate Commerce 
Commission. 

In respect of depreciable fixed properties-defined in the 1943 order of the 
Interstate Commerce Commission as including bridges, buildings, stations, shops, 
etc., but excluding track structure—depreciation provision has been made during 
the year for the United States lines of the National System in accordance with 
the 1943 order but not for the Canadian lines which continue on the retirement 
basis. In pursuance of our 1944 report on this matter, we again recommend the 
early adoption of depreciation accounting for the depreciable major units of 
fixed properties on the Canadian lines at rates comparable with those used by 
the Class I railroads in the United States for like properties. For the convenience 
of parliament we quote from our 1944 report as follows:— 

In so far as the Canadian lines are concerned, it would not appear 
practicable to institute any similar depreciation plan (i.e., to the United 
States lines) until after the termination of hostilities, because of the 
substantial expense involved in determining unit property costs prior to 
1923 and the need for all of the technical personnel of the railway in 
meeting the transportation requirements arising out of the present national 
emergency. The post-war adoption of depreciation accounting for major 
units of fixed properties on the Canadian lines is embodied in the 
recommendations made later in this report, under the caption “Uniform 
accounting regulaticns”’. 


Loss of service value in replacements and retirements of fixed properties, 
as charged to operating expenses in 1946 through the appropriate primary 
accounts in maintenance of way and structures, are matters on which the 
following explanatory comments may be helpful. 

(a) These charges are made where depreciation accounting has not been 
prescribed by the Interstate Commerce Commission or, if prescribed, 
has not been adopted by the Canaidian lines. 

(b) Loss of service value in the case of bridges, buildings, stations, shops, 
etc., is based on book cost whereas in the case of track structure such 
loss is based on current cost if the property is replaced or on book cost 
if retired from service, salvage being taken into account in all cases. ~ 

(c) The term “replacements” used herein refers to renewals of complete 
property units continued in service whereas the term “retirements” 
refers to properties withdrawn from service and not replaced. 

(d) In addition to the charges for replacements and retirements, the 
maintenance of way and structures accounts include the cost of 
“day-to-day” or “running” repairs and partial renewals on both the 


\ " M j . a ei 
‘ ri: a wick Frese ee eee TO wee eT a i lS Dh ced) nd ak a i ae A aes Lh atl oe lat alle a eee 
ee a er eet ey ee eee ‘s i were Loe) et? oy Bk & Oe ~ ~ (f5*] x en 
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Canadian and United States Lines. These revairs and partial renewals 
are recognized costs of maintenance whether or not depreciation 
accounting is in effect. 

(e) In the broad consideration of replacements and retirements, it should 
be borne in mind that the war-time reserve for deferred maintenance of 
‘fixed properties still applies partly to such replacements and retirements 
as were postponed because of traffic demands during the period of 
military exigencies. | 


In the matter of maintenance policy we have received certificates from the 
responsible officers to the effect that, subject to the unexpended balance of 
- $33,000,000 in the deferred maintenance reserve, the fixed properties and equip- 
ment of the National System have been maintained in a proper state of repair 
and in an efficient operating condition during the year. 

With respect to physical retiremerts oi fixed properties and equipment, we 
have been furnished with certificates from the responsible officers to the effect 
that, insofar as traffic demands would permit, such physical retirements as should 

have been made during the year, as a result of wear and tear and obsolescence, 
- have been made and that notification of all such retirements has been given to 
the accounting department. | 
. The deficit of $8,962,000 compares with a surplus of $24,756,000 in 1945. 


- This change in results reflects, in large measure, the impact of increased wage 


rates and material prices on decreased post-war revenues, an unfavourable factor 
to which the attention of parhament. has been drawn in previous years. A factor 
- comparatively favourable to the 1946 result relates to the utilization through 
~ operating expenses of the inventory rescrve. : 


Consolidated Balance Sheet 

The total amount of the investments in fixed properties. and equipment as 
brought into the National System accounts at the Ist January, 1928, from the 
books of the several corporations and the Canadian government railways was 
accepted by us. As against the corporate portion of such property investments, 
there have been applied the substantial reductions authorized by The Canadian 
National Railways Capital Revision Act, 19387 Since the Ist January, 1923, the 
additions and betterments less retirements of the National Svstem have been 
shown on the general basis of cost. During the year 1946 the additions and 
betterments less retirements amounted to $15,002,000, the principal expenditures 
being for the purchase of rolling stock and the acquisition of the fixed properties 


of The Manitoba Railway Company. 


The several special funds of the National System including capital and other 
reserve funds, deferred maintenance fund, insurance fund and pension contract 
fund, amounting in total to $85,442,000, are composed of investments in the 
securities of dominion and provincial governments and the National System, 
together with cash and sundry current assets. The year-end market value of the 
securities held in these special funds in total exceeded the book figure, which for 
/ government securities was based on cost and for Nationa] System securities on 
par value. During the year the total of the funds was increased by the net 
amount of $360,000. 

Investments in affiliated companies, as detailed in the relative schedule, 
are represented by the capital stocks, bonds and obligations for advances of 
companies affiliated with but not forming a part of the National System. Apart 
from the Trans-Canada Air Lines, this type of “unlisted” investment is made, 
in association with other railways primarily to secure the benefits of traffic 
- interchange and terminal facilities. The basis of the balance sheet figure 
is cost or, in respect of certain United States securities, less than the special 
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valuations approved by the Interstate Commerce Commission. Apart from the — 
Trans-Canada Air Lines, the 1946 financial statements issued by the companies _ 


representing the larger investments indicate that:— 


(a) The affiliates have utilized the funds from the sale of their securities — 
up to the 31st December, 1946 mainly for investment in fixed properties 


and equipment. 

Profits aggregated some $1,138,000 and losses some $1,210,000 during the 

year 1946. Included in the latter total is the loss amounting to 

$991,000 of the Northern Alberta Railways Company, 50 per cent of 
which loss has been taken up as an income charge by the National 

System, the other 50 per cent being chargeable to the Canadian Pacific 

Railway. 

(c) No major corporate deficits exist at the 31st December, 1946. This 
indicated position, however, should be considered in conjunction with 
the varying accounting policies relating to accrued depreciation of 
fixed properties. Generally speaking, the principal affiliates in Canada 
do not accrue such depreciation whereas those in the United States 
have done so since the Ist January, 1943, in accordance with the 
relative order of the Interstate Commerce Commission. 


During the year investments in affiliated companies increased $2,121,000 
of which $2,000,000 is represented by the purchase of additional shares of the 
Trans-Canada Air Lines. 

Other investments are comprised partly of “unlisted” investments of a 
miscellaneous nature in the amount of $377,000, including those in hotel and 
grain elevator companies held primarily for purpose of traffic benefit, and are 
valued at or below cost. The balance is represented by securities of the Dominion 


(b 


we’ 


Government and the National System the year-end market value of which in q 


total exceeded the book figure based respectively on cost and par value. 
Temporary cash investments are represented by Dominion of Canada 


securities, the year-end market value of which exceeded the book figure based — 


on cost. 


Accounts receivable and payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such accounts have not been verified by direct communication with 
the individual debtors and creditors. 


The amount of the deficit for the year 1946 has been set up as a current 


account against the Dominion of Canada pending the appropriation of the — 


required funds by Parliament. 

No physical inventory of material and supplies on the Canadian Lines was 
taken by the railway during the year. In the case of the United States Lines, 
however, a physical inventory was taken as at the 30th September, 1946, and in 


connection therewith we have received certificates from-the responsible officers - — 


to the effect that the quantities were determined by actual count, weight or 
measurement or by conservative estimate where actual count, weight or measure- 
ment was impracticable. Material and supplies of the National System at the 
dist December, 1946, as represented by the ledger balances, are carried on the 
basis of laid down cost for new material and estimated utility or sales value 
for usable second-hand, obsolete and scrap materials after making reasonable 
pricing allowances for condition thereof, 

Current assets show a ratio of 1-6 to 1 of current liabilities. The working 
capital position of the National System is regulated, broadly, by the application 
of the cash from depreciation and discount amortization in the reduction of 


capital debt and requirements for capital expenditures, any deficits being subject 


to replenishment by way of Parliamentary appropriation. 
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Other deferred assets are composed mainly of contracts receivable in con- 
nection with the sale of land in western Canada. It may be of interest to note 
that the unsold land is included in miscellaneous physical property. 

Discount on funded debt represents the unamortized portion of the discount 
incurred at the time the relative securities were sold, which will be written 
off against income in pro-rata annual instalments during the remaining life of 
each issue. 

Other unadjusted debits consist of the unamortized cost of opening ballast 
pits which is to be written off on the basis of yardage used; the estimated salvage 
value of non-perishable material in ballast pits and other temporary tracks; 
accepted inter-line freight claims paid in advance of investigation with other 


carriers, and debit items not otherwise provided for or which cannot be dis- 


posed of until additional information is received. 

Capital stock and long term debt do not include securities held in the 
treasury of the railway nor those held as collateral by The Canadian National 
Railways Securities Trust and the Dominion Government. 

The combined capital debt, i.e., long term debt and Dominion of Canada 
Account, was reduced by the net amount of $15,193,000 during the year. Gener- 
ally speaking, this net reduction results from utilization of the cash from the 
balance of the 1945 surplus and a portion of the 1946 provisions for depreciation 
and amortization of discount on funded debt. 

The several corporate reserves for pension contracts, insurance, accrued 
depreciation and defence projects. amortization, deferred maintenance and 
miscellaneous purposes aggregate $195,716,000 of which $84,787,000 is represented 
by special funds and other specific investments. None of these reserves are 
presently in the nature of reversible appropriations of surplus. Reserves, as a 
whole, were increased by the net amount of $9,296,000 during the year as 
follows:— 


Increase Decrease 
Rensione contract? reserves. ak ne cee ae $ 6,272,000 
Insurance reserve—including the amount set 
aside for unadjusted loss claims at the 
date so. the balance: sheet ses. $ 91,000 
Accrued depreciation—covering Canadian 
Imesvecuipirreniiny scp tee c 14,996,000 
Accrued depreciation—covering United States 
Hines Gadi oe econ 2g Ctmerrte a eel gs 700,000 
= BAUIpMen ts 3G get ere oss ete ee 913,000 
Accrued amortization of defence projects.... 127,000 
Deferred maintenance reserve 
eH IXECDIODOULICS O1e: cas ated by cnn era ‘ (no change) 
wee ANG Ts ee 00 8 1 ME ange rok tw ea Rea arn) ec 6,000,000 
Reserve for inventories of material and 
SU O TLS epee ae aretha phe or me Gea 7,525,000 


Nliscellaneous reserves... as wees see 158,000 


$23,039,000 $13,743,000 


The decreases shown in the reserves for deferred maintenance of equip- 
ment and inventories, reflecting their utilization through operating expenses, 


are equivalent respectively to 34:3% (or 15:4% in the combined maintenance 
- reserve) and 100%. 
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Accrued depreciation—Canadian Lines—applies only to equipment and — 
dates from the Ist January, 1940, retirement accounting continuing in effect for | 
fixed properties. We make the following comments on this account: 

(a) In the matter of unaccrued depreciation of Canadian lines equipment — 


(c) 


prior to 1940 we quote, for the convenience of Parliament, from our — 
1944 Report as follows: 

“In respect of equipment, it should be pointed out that as no 

depreciation accruals were made prior to 1940, the present reserve would 
be liable to serious impairment from abnormal losses which would have 
to be accounted for if and when abnormal retirements were found 
necessary, because of exhausted service life and obsolescence, under any 
major post-war program for the modernization of the rolling stock 
of the National System similar in scope to that presently contemplated — 
by other large railways in North America. We recommend to 
Parliament that the railway be furnished with whatever authority may 
be deemed necessary to establish a special depreciation reserve to 
provide, at least in part for this anticipated post-war situation. It 
should be made clear, however, that the creation of such a reserve would 
be an accounting provision only, involving in itself no cash outlay, 
because all expenditures as and when proposed to be made by the rail- 
way on the purchase of new equipment in the post-war period would 
form part of its capital budget subject to the annual approval and vote 
of Parliament at that time.” ad 
Supplementing the foregoing, we now recommend that Parliament 
authorize the railway to set up a reserve to cover all unaccrued 
depreciation on Canadian lines equipment prior to 1940 and thereby to 
place the accrued depreciation account on a basis broadly comparable 
in principle with the Interstate Commerce Commission regulations, 
which made equipment depreciation accounting mandatory from 1914 — 
although the rates prescribed for use by the Class I railroads of the — 
United States were not defined until 1935. | 
In the event that depreciation accounting were currently adopted for | 
depreciable major units of Canadian lines fixed properties, as previously — 
set out herein under the caption “Consolidated Income Account”, we 
recommend to Parliament that authority be given the railway to set up 
unaccrued depreciation retroactively as least to the Ist. January, 1943. — 
If this were done, the accrued depreciation account covering major 
units would be placed on a basis similar in principle to the Interstate — 
Commerce Commission regulations for Class I railroads of the United — 
States, because such regulations leave the setting up of unaccrued 
depreciation of fixed properties prior to 1943 optional with the individual 
carriers. 
If Parhament were to give its approval to the foregoing recommend- 
ations, either in whole or in part, the resulting prior years adjustments 
of the accrued depreciation accounts on the Canadian lines would be 
made by concurrent charges to proprietor’s equity account. In respect 
of both equipment and depreciable fixed properties, it might be well to 
restate the principle that the creation of the suggested reserves would 
be an accounting provision only, involving jn itself no cash outlay, 
because all capital expenditures as and when proposed to .be made 
by the railway in the future would form part of its capital budget 
subject, as heretofore, to the approval and vote of Parliament from year 
to vear. 


Accrued depreciation—United States lines—applies to equipment from a 
date prior to the 1st. January, 1923, and to fixed properties (excluding track 
structure) mainly from the Ist. January, 1943. 
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Other deferred liabilities consist principally of the outstanding capital 
amounts of the workmen’s compensation awards by the provinces of Ontario and 
Quebec, and the balance of the obligation to the state of Michigan in respect 
of the wider Woodward Avenue extension in Detroit. 

Other unadjusted credits are made up of the Canadian lines estimated 
proportion of prepaid revenues on freight in transit; estimated liability for 
injuries to persons; estimated liability for loss and damage claims, and credit 
items not otherwise provided for or which can not be disposed of until additional 
information is received. 


Dominion of Canada—proprietor’s equity—is set forth in the balance sheet 
and the relative schedule in accordance with section 2 (f) of The Canadian 
National Railways Capital Revision Act, 1937, which defines the composition of 
-the account as follows:— 

2(f) “proprietor’s equity” means 

(i) the initial stated value of the capital stocks of the Canadian 
National Railway Company and the Securities Trust as determined 
pursuant to sections five and fifteen of this Act as of January first, 
nineteen hundred and thirty-seven, plus any subsequent surplus earnings 
of the National Railway System not paid over to His Majesty, less subse- 
quent capital losses and other charges of the National Railway System 
in respect of which His Majesty has not made any contribution, and 

(ji) the capital investment of His Majesty in the Government 
Railways. 


The Dominion’s equity decreased $1,308,000 during the year as a result of the 
retirement of equipment on the Canadian Lines. In respect of the latter item 
it should be pointed out that as no depreciation accruals were made prior to 
1940, the loss of service value, i.e. ledger value less salvage, has been charged 
against the Reserve to the extent of depreciation accruals from 1940 the balance 
being charged against the Equity Account. The following explanatory comments 
may be of some value in clarifying this account; 
(a) The proprietor’s equity account, as detailed in the relative schedule, 
may be compared in principle with the shareholders’ equity in privately- 
owned corporations represented by the combined book value of capital . 
stock and surplus. It should be borne in mind, however, that the total 
book value shown for proprietor’s equity would be subject to adjust- 
ment if, at any time in the future: — 

(1) The book value of fixed properties and equipment as brought into 
the National System at the Ist January, 1923, were restated as to 
the residual balance after taking into account the applicable 
retirements since that date and the substantial reductions author- 
ized by the Capital Revision Act, 1937, or 

(II) Prior years unaccrued depreciation, either as a whole or in part, 
were set up against the book value of fixed properties and equip- 
ment, or 

(III) In lieu of (1) and (II), a physical valuation were made of the 
fixed properties and equipment for incorporation on the books of 
the system, based either on depreciated cost values or depreciated 
replacement values as of any given year, or 

(IV) The present basis of capitalizing the railway’s portion of pensions 
were expanded to apply to those being paid under non-contractual 
plans or, as an extreme measure, to those accruing under all plans 
conditionally not only upon the factor of life expectancy but also 
continuity of employment. 


188 


(6) 


(c) 


(d) 


(e) 
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The foregoing items (I) to (IV) relate to the qualifying factors referred 
to in our comments in this and former reports to parliament on invest- 


ments in fixed properties and equipment, accrued depreciation and major 
contingent liabilities in respect of pension plans. 
The capital stock of the Canadian National Railway Company is the 


medium through which the Dominion controls the corporations which — 


formerly were privately owned but now form part of the National 
System. 

The initial stated value of the capital stock of The Canadian National 
Railways Securities Trust is shown as at the lst January, 1937, and 
represents the total amount of the corporate loans by the Dominion 


utilized for capital purposes prior to that date as converted to share 


capital. 

The surplus earnings are for the years 1941 to 1945 only, as Section 12 
of the Canadian National-Canadian Pacific Act stipulates that “Income 
deficits shill not be funded” but voted annually by Parliament. Taken 
as a whole, the capital gains on repatriation of securities and capital 
losses on major retirements of road and equipment not covered by 
depreciation accruals are for the ten-year period 1937 to 1946 inclusive. 
For purposes of accounting simplicity these surplus earnings, capital 
gains and capital losses of the National System have been applied in 
their entirety to the capital stock of the securities trust. 

The capital expenditures by Dominion of Canada on Canadian Govern- 


ment Railways represent the direct appropriations by Parliament prior 


to entrustment and are exclusive of certain capital expenditures on the 


Crown property financed by the Canadian National Railway Company 


out of funded debt issues and government loans. 


Major contingent liabilities, apart from any undertakings for the purchase 
of additional equipment and general operating materials, are outlined in the 
relative schedule. In respect of pension plans referred to therein, we would 
point out that:— 


(a) 


(6 


Nee” 


Under the 1935 contractual plan a reserve is set up on the books of the 
railway ‘against the estimated capital value of contracts in force but 
not against pensions conditionally accruing. The reserve is represented 
by the pension contract fund established by the railway, the assets of 
which, amounting to $35,943,000 are in the form of Dominion of 
Canada securities together with cash and sundry current assets. 

The contribution under the 19385 plan by employees presently in service 


are invested through the separately administered pension trust fund, — 


the accounts of which are not included with those of the railways. The 
assets of the separate pension trust fund amounting to $23,472,000 are 
in the form of Dominion of Canada and Dominion Guaranteed National 
System securities together with cash and sundry current assets. 

The year-end market value of the securities held in the pension contract 
fund and the separate pension trust fund exceeded the book figure 
based respectively on cost and par value. 

The total amount of the two funds in operation under the 1935 plan 
is $59,415,000. 

Under pre-1935 non-contractual plans no reserve is set up against either 
the capital value of pensions now being paid or those conditionally 
aecruing. 
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In considering the foregoing outline of pension plans, it should be borne in mind 
that operating expenses are charged with pension costs covering 
(i) Railway’s portion of payments to retired employees under all plans, | 
and 
(ii) Increase in pension contract reserve for the railway’s portion of the 
estimated capital amount of all pension contracts in force at the year 
end under the 1935 Plan. 


Where foreign currencies are involved, the balance sheet accounts of the 
National System are stated in Canadian Funds converted generally at the par 
of exchange. 


General Scope of Audit 
The general scope of the test audit of the National System accounts for the 
year 1946 may be outlined briefly as follows:— 7 

(a) Examination of major expenditure authorities in conjunction with the 
recorded resolutions of the directors, which in turn are related to 
corporate by-laws, orders-in-council and Acts of Parliament; 

(b) Audit tests in the offices of regions, separately operated properties and 
system headquarters, limited to a cross-section of the major expenditures 
so authorized; 

(c) Examination into the adequacy of the internal audit control in general 
as exercised by the accounting department of the system. In this 
connection we work in collaboration with the executive accounting 
officers at headquarters having as a common objective the securing of 
maximum internal protection to the system in the control of cash 
receipts and expenditures, securities held, material stores, accounts 
receivable, etc., and through the carrying of fidelity bond insurance 
with outside underwriters, and | 

(d) Audit and certification of the consolidated income account and con- 
solidated balance sheet for presentation to Parliament, which body is 
thus placed in possession of facts upon which conclusions can be 
reached as to the stewardship of the duly appointed administrators of 
the system. 


The test audit involving the use of some 475 audit programs covers the 
various balance sheet. accounting units in Canada, the United States, London 
(England) and Paris (France) with income accounts originating in the revenue 
offices, regions, separately operated properties and system headquarters. These 
accounts apply to some 83 companies, as detailed in the relative schedule, and 
the Canadian Government Railways which comprise the National system as an 
operating entity. 

Apart from those pertaining to the Canadian Government Merchant Marine 
Limited and the Trans-Canada Air Lines, the holdings in the capital stocks of 
the affiliated companies, as set out in the relative schedule, are insufficient to 
give voting control and accordingly the companies are not treated as units 
of the National system nor are their accounts audited by us. In a few instances 
their accounts are certified by public accountants but for the most part they 
are audited by joint committees composed of National system accountants and 
representatives of outside interests. 


Uniform Accounting Regulations 

In pursuance of our 1944 report on the above matter, we again recommend 
to Parliament the early establishment of uniform accounting regulations for 
Canadian railways under the statutory authority of the Dominion. For the 
convenience of Parliament we quote from our 1944 Report as follows: 
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Having in mind the conflicting elements in the railway situation in 
Canada and the widespread publicity given to the matter from time to 
time in the decade preceding the present war, we are persuaded that the 
uniform presentation of the published accounts of the two major Canadian 
railways will be of far-reaching importance in the post-war years to the 
government and people of Canada as the shareholders of the National 
system. Accordingly, we deal briefly with the matter to which we have 
made reference for several years. 

Viewed strictly from an operational standpoint, the published accounts 
of the two railways have not been subject to proper comparison because 
of :— 

(a) Difference in the accounting bases as between operating, income, 
surplus and reserve accounts and as between the “consolidated” and 
“parent company” presentation, and 3 

(6) Disparity in traffic density over the peace-time years, due largely 
to the difference in purposes of original construction and extension 
of a considerable portion of the two properties. 
We therefore recommend to Parliament the establishment, as early as 

practicable in the post-war period, of uniform accounting regulations for 

Canadian railways under the statutory authority of the Dominion. 

The recommendation is primarily that, after providing for any special 
requirements inherent in the ancillary operations of Canadian railways, 
these regulations governing the published accounts should follow the broad 
bases of the Interstate Commerce Commission classification for the 
United States railways in respect of the accounting allocations to total 
operating revenues, total operating expenses (suggested to include 
depreciation of all equipment and the larger units only of depreciable 
fixed properties), net income, surplus and the general balance sheet 
accounts including specific provisions covering the utilization of reserves. 
Whilst the adoption of the broad bases of the Interstate Commerce 
Commission classification is recommended because of international opera- 
tions, it is in regard to the voluminous details involved in some of the 
orders affecting the railways of the United States that we see the 
desirability of the proposed Canadian regulations differing in policy by 
simplifying the methods of accounting distribution at the source and by 
the avoidance ‘of a certain amount of clerical expense. 

It is further recommended that the regulations require the published 
income accounts to show the two principal traffic density factors of freight 
tonnage and passenger volume per mile of road operated. 

The main advantage arising from the adoption of the proposed 
regulations would be the making available to the government and people 
of Canada, particularly during periods of public discussion, an improved 
yardstick with which to measure the relative operating performances 
(apart from fixed charges) of the two major railways, thus eliminating 
the misconceptions arising through the endeavour to compare published 
results which have not been computed on the same basis. 


We wish to make clear to Parliament, as we have done on previous 
occasions to the Railway Committee, that the accounts of the National System 
are maintained with a high degree of efficiency and that our recommendation is 
not in any sense an attempt to question the right of the Canadian Pacific 
Railway to present its accounts to its stockholders in any way it may deem 
proper within the structure of existing railway legislation in Canada. The 
present objectives of our recommendation are threefold and relate only to: . 

(a) The securing to the National System and in turn the Dominion as its 

proprietor of the assurance, particularly during any periods of economic 
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stress in the Canadian transportation field and public consideration of 
the remedies therefor as may recur in the future, that a strictly uniform 
basis will be effective in the public presentation of the relative 
operating performances (apart from fixed charges) of the two major 
railway systems in Canada. It has been our publicly expressed opinion 
for many years that this objective could be accomplished, without 
prejudice to the respective interests involved, through the medium oi 
accounting regulations prescribed by a department of the Dominion 
Government vested with authority and facilities for enforcement similar 
to those of the Interstate Commerce Commission in the United States. 
The substitution in Canada of present public reference to the classi- 
‘fication of the Interstate Commerce Commission of the United States 
in respect of the accounting practices of the National System in Canada 
by future public reference to the Dominion Classification as the basic 
authority for such accounting, and 
(c) The making available to the Dominion of standarized accounting and 
financial information on Canadian railways, drawn up in strict accord- 
ance with its own prescribed regulations, in any consideration it may 
be called upon to give from time to time in the long-term future in 
respect of transportation rates and related matters affecting the public 
interest in Canada. 


(b 


— 


Canadian National Railways Securities Trust 
The constitution of the Securities Trust is set out in Section 12 of The 
Canadian National Railways Capital Revision Act, 1937 as amended 1940, as 
follows: — 
There shall be a Corporation to be known as “The Canadian National 
Railways Securities Trust,” hereinafter in this Act referred to as the 
“Securities Trust,” consisting of five trustees who shall be the persons who, 
respectively, hold the offices from time to time of Deputy Minister of 
Finance, Deputy Minister of Transport and Deputy Minister of Justice 
and such two officers of the National Railways as may be named from 
time to time by resolution of the Board of Directors of the National 
Railways. The trustees shall serve without remuneration. 


The primary function of the Securities Trust, as provided in Section 13 of 
the Capital Revision Act, is the holding alive of the corporate indebtedness 
(formerly to the Dominion but now to the Trust) and relative collateral 
securities, for the purpose of preserving any priority rights of the Dominion in 
respect of certain unguaranteed securities and subsidiary company capital stocks 
held by the public. This function of the Trust lessens in importance with the 
passing of time as unguaranteed securities are redeemed and the relative sub- 
sidiary companies are liquidated. 

Supplementing our audit certificate appended to the accounts published 
by the Securities Trust, we comment on the balance sheet as follows:— 

The Securities Trust, under authority of Section 22 of the Capital Revision 
Act, has been treated as a constituent unit of the National System. There is, 
however, a provision in Section 23 of the Act requiring presentation to Parha- 
ment annually of a Trustees’ report and a separate balance sheet for the Trust. 
It is further provided that the Trustees’ report is to set forth the transactions 
of the Trust during each year, which are deemed to comprise the net change 
in the book value of its Capital Stock originating in the accounts of the railway 
and, subject to the approval of the Governor in Council, any releases of 
indebtedness or collateral securities belonging to the Trust. 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


15th March, 1947 


The Honourable the Minister of Transport, 

Ottawa, Ontario. 

Sir,—Acting under your authority we have audited the accounts of the 
Canadian National (West Indies) Steamships, Limited, for the year ended the 
3st December, 1946, and we now submit, through you, our report to Parliament. 

The accounts of the steamships and its subsidiary companies are not con- 
solidated with those of the National System, the 100 per cent stock ownership 
of the parent steamship company being vested in the Dominion Government. 

Supplementing our audit certificate appended to the accounts published 
by the Steamships, we comment on the consolidated income account, consolidated 
profit and loss account and consolidated balance sheet as follows :— 


Consolidated Income Account 
The surplus amounting to $1,302,000 for the year 1946 is summarized 
hereunder :— ; 
surplus after making provision for the general 
expenses of operation but before interest and 


depreciation <4’ sssty, ae ae 8 Oar ae es eens $2,186,000 
Fess “iiterests . a. cay eae ee ees 596,000 
Surplus before depreciation................... $1,590,000 
Less depreciation =. ss: oy Sar phe wuss eee 288,000 

Durplus ls 5 eit coe te ee eee aes $1,302,000 


The general expenses of operation largely consisting of wages and materials 

include the following items, reference to which may be of interest: — 

(a) Provision covering the presently estimated excess expenditure over the 
cost to be assumed by the Dominion Government with respect to the 
reconversion and overhaul of the “Lady” ships Nelson and Rodney; 

(6) Administrative charges by Canadian National Railways: . 

(c) Pension payments to the Canadian National Railway Company as 
pension contract underwriter; 

(d) Insurance premiums on risks carried both by the insurance fund and 
outside underwriters, and 


(e) General taxes covering principally Dominion Unemployment Insurance 
and municipal taxes. 


Interest on funded debt was at the rate of 5 per cent and interest on govern- 
ment advances for deficits 2-5 per cent or a composite rate of 4:12 per cent at the 
vear end. 3 

Depreciation covers all vessels at the uniform rate of 5 per cent for the year. 


We have received the customary certificates from the responsible officers of 
the Steamships relating to current maintenance and physical retirements of 
capital assets. pat 

The Surplus for the vear shows an increase of $186,000 in comparison with 
1945. An important factor in the relatively low net return from the increased 
operating revenue was the provision made in 1946 for the reconversion and 
overheaul of the two “Lady” ships. 


Consolidated Profit and Loss Account 
The deficit decreased $1,302,000 as a result of the surplus in 1946. 
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re Consolidated Balance Sheet 


Investment in vessels is carried on the general basis of cost. During the 
year the additions and betterments less sales amounted to $1,129,000, the major 


expenditures being for the purchase of one diesel and two “Park” vessels. 


Accrued depreciation covers the period from the inception of operations in 
1929 to 1946. The reserve decreased $253,000 during the year after absorbing the 
charges arising from the sale of three old type vessels. 

‘Replacement and insurance funds aggregating $6,774,000 are composed of 
investments in the securities of the Dominion Government together with cash 
and sundry current assets. The year-end market value of the securities held in 
these funds in total exceed the book figure based on cost. 

The replacement fund decreased $1,304,000 during the year. An important 
factor in this decrease was the utilization of fund assets for the acquisition of 
three vessels in 1946 and the 10 per cent deposits on three additional vessels for 
delivery in 1947. 

In connection with the insurance fund we would point out that the “Lady” 
ships now undergoing reconversion and overhaul and the recently acquired 
diesels are presently insured with outside underwriters. In the event that 
100% -of the risk on any of these ships were transferred to the fund in the 
near future its adequacy on the present basis would be open to question. The 


fund increased $77,000 during the year. 


Accounts receivable and payable of all classifications have been tested by 
us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such accounts have not been verified by direct communication with 
the individual debtors and creditors. 

The amount shown as due from vessel replacement fund represents pay- 
ments made out of current cash in 1946 in connection with the purchase of 
vessels subject to replenishment by the fund in 1947. 

Current assets show a ratio of 2 to 1 of current liabilities. In this con- 
nection it should be mentioned that a cash payment of $1,105,000 was made 
to the Dominion Government in reduction of advances in the early part of 
1947. The working capital position of the Steamships is regulated, broadly, 
by the depositing of the cash from depreciation and fund earnings in the vessel 


replacement fund and by the application, in due course, of the cash from 


residual surpluses in reduction of Dominion Government advances, any require- 
ments for capital expenditures being currently financed through the replace- 
ment fund. 

Discount on capital stock represents an intangible book value set up at 
the time of incorporation to offset the par value of the shares issued without cash 
or equivalent consideration. 

Capital stock, funded debt and Dominion of Canada advances were un- 
changed during the year. At the year end, the Dominion of Canada account 
represents only advances for deficits, all advances on capital account having 
been previously repaid to the government. 

Unadjusted credits are comprised largely of uncompleted voyage suspense 
items. 

The insurance reserve, which includes the amount set aside for unadjusted 
loss claims at the date of the balance sheet, increased $77,000 during the year. 

Profit and loss covers the period from the inception of operations in 1929 to 
1946. In considering the deficit we would again point out to Parliament that 
interest on advances for deficits has been charged for the entire period. 

Apart from any undertakings for the purchase of additional vessels and 
general operating materials, the major contingent liabilities of the steamships 
relate to pension plans. With reference to pension plans we would point out that 
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a funded reserve is provided through the C.N.R. as pension contract under- — x 


writer against the estimated capital value of contracts in force under the 1935 
plan but not against pensions conditionally accruing. In this connection it 
should be borne in mind that operating expenses of the Steamships are charged 
with pension payments to the C.N.R. pension contract fund. The contribu- 
tions by the Steamships employees presently in service are invested through 
the separately administered pension trust fund under the C. N.R. 1935 plan. 

_ Where foreign currencies are involved, the balance sheet accounts of the 
Steamships are stated in Canadian funds converted mainly at the par of 
exchange. 

The test audit of the Steamships for the year 1946 was similar in scope to 
that of the National System previously outlined in this report. 

Now, gentlemen, Mr. Matthews is here. “Are there any questions you wish 
to ask him about the auditors’ report on the Canadian National Railways 
System? 

Hon. Mr. Cuevrier: Perhaps I might ask one question to start. Have you 
made any changes in your recommendations to those that were in last year’s 
report? 

Mr. O. A. Marruews (Geo. A. Touche & Co., Auditors): There are no new 
principles. 

Mr. Jackman: Perhaps I might ask Mr. Vaughan what his opinion is in 
regard to proceeding with the adoption of uniform L.C.C. accounting, perhaps 
by Board of Transport Commissioners’ order. 

Mr. Vauauan: We think that would be a very difficult thing to accomplish 
because there is no power that can force the Canadian Pacific Railway into 
uniform accounting, especially on their United States lines. 

Mr. Jackman: The I.C.C. compels them to have uniform accounting over 
there, does it not? 

Mr. Vaueuan: Yes, but it does not follow that the same instructions would 
be issued over here. 


Mr. Jackman: Has our Board of Transport Commissioners not the power 
to not only authorize but insist upon the form in which accounts are kept? 


Hon. Mr. Cueverer: I dd not think they have. The authority which the 
Board of Transport Commissioners get is from the Railway Act. I do not think 
the Railway Act authorizes it to impose uniform accounting practices. Mr. 
Matthews would probably know more about that technical point than I do. 


Mr. Marruews: I think there would be further legislative steps necessary 
if such a recommendation were adopted. 


Mr. Hazen: Would that be legislation to compel the C.P.R. to adopt 
another system, or how could we get it? 


Mr. Marruews: It would resolve itself into a question of the government, 
through a department similar to that of the Interstate Commerce Commission 
in the United States, adopting accounting rules and regulations that would be 
mandatory, yes. While we have recognized ever since 1934, when this matter 
was first brought to the consideration of parliament, that it is one on which 
there is a wide difference of opinion, nevertheless throughout the years we have 
seen nothing to alter our opinion. In view of the fact that the basis of our 
appointment is that we are to call matters of this character to the attention of 
parliament we feel that looking back over the 30’s, remembering the public 
discussion that took place in this country, and recognizing that to-day with the 
level of wage rates and material prices in the country, and the natural effect of 
that upon the required revenue of railroads generally, the proprietor for whom 
we work would be in a position better to deal with contentious matters that 


- a ae ., 
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may arise in the future if they, like the Interstate Commerce Commission in 
the United States, could start with information that they themselves had set 
out. 

We have said in this report, as we have said before, that the accounts of 
the national system are maintained with a high degree of efficiency. The 
Canadian Pacific Railway accounts are drawn according to their own standards. 
They have every right to do what they do, but we are only dealing with what 
we believe to be the necessity eventually of this country having, in regard to 
its transportation, a basis of information that will be standard, and that will be 
according to the rules and regulations that the government itself prescribes, the 
same as the government does for the railroads of the United States. 


Mr. Hazen: Do the Canadian National Railways follow the system that i 
laid down by the Interstate Commerce Commission? : 

Mr. Matruews: Yes, very largely they do, but there are exceptions that 
cannot be avoided under present circumstances. Take, for instance, the question 
of depreciation on fixed properties. Of course, that is prescribed for the United 
States lines. That is one of the exceptions. We also have dealt with that matter 
as far back as 1934. While we recognize there are differences of opinion again 
on this matter nevertheless we draw the situation to your attention again. Our 
view generally is that the Canadian National Railway inherently has certain 
handicaps that it inherited. In view of the fact that when periods of depression 


come and the Dominion of Canada have a big stake in this enterprise we have 


always felt that anything that places the national system in any disadvantage 
with any other railway was something that was our Job to call to your attention. 


Whether or not anyone agrees with it, of course, is not within our power to 


control. 

Mr. LockuHart: I might ask if the uniform system in the United States 
is adhered to strictly? 

Mr. Mattuews: Yes. _ 

Mr. Locxuart: Very strictly adhered to? 

Mr. MatrHews: Yes. 


Mr. Locxuart: I have one other question that occurs to me. It is as to 
any loss in operations of the insurance fund. Probably that amount is set forth 
somewhere? 


Mr. Matruews: It is not large. It is just $40,000. It is the difference 


between the premiums collected and risk losses in the insurance fund. 


Mr. Locxuart: It only runs to about $40,000? 
Mr. Matruews: That is all it runs to. 


Hon. Mr. Cuevrier: With reference to uniform accounting methods perhaps 

I should have added to what I said a moment ago that in 1936 the then Minister 

of Railways and Canals invited both railways to set up a committee to consider 

uniform regulations for accounting. A representative committee did meet but 

oe come to no agreement on it, and because of the war nothing further was 
one. 


Mr. LockHart: Perhaps it could be taken up again. 

Hon. Mr. Cuevrier: The matter rests there now. 

Mr. Jackman: I wonder if I might ask Mr. Vaughan this question. It 
strikes me that some years ago, when we were comparing the results of the 
C.N.R. system with the C.P.R., that you rather favoured the adoption of a 
uniform system of accounting, if not the I.C.C. system an amendment thereof 


suitable to Canada. Is my memory correct, and are you still of the same 
opinion? 
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Mr. VaucHaAN: There was some discussion on the matter. I think it is a 
matter on which Mr. Cooper can give you more light than I can. | 


Mr. Cooper: Our difficulty is due to the fact first that we are an inter- 
national railway. We are operating railroads in the United States as well as in ~ 
Canada. Seventeen per cent of our revenue is earned on our United States lines. — 
We operate the Grand Trunk Western Railway, Central Vermont Railway, the 
Duluth, Winnipeg and Pacific Railway, the line to Portland, the International 
Bridge Company, St. Clair Tunnel Company, the Canadian Northern Lines 
through the state of Minnesota, the United States and Canada railway, which 
runs down to Massena, the Champlain and St. Lawrence Railway which runs 
to Rouses Point, the Vermont and Province Line which runs to Alburg Junction. 
With respect to all these operations we are compelled to adhere to the Interstate — 
Commerce Commission regulations, and we do not wish to be in the position 
of having to maintain two sets of accounts if they differ from one another. 


Our difficulty, of course, would increase according to the degree of difference 
between the two systems of accounting. It would not be merely an accounting 
difficulty. Some of our sections cross the international boundary line. Our. 
section men, our B and B men and our train crews would be involved. If when 
they are in Canada they have to keep their reports according to one classification 
of accounting, and when they cross the line they have to make reports for the 
identical kind of work on a different basis, you can see a great deal of difficulty 
would be involved in computing the expense. 

In any event we are presenting our accounts as a consolidated system. 
If we kept accounts in Canada on a different basis from those of the United 
States we would, for the purpose of the annual report, and for the purpose of 
managerial reports, control reports, at headquarters, have to restate one set 
of accounts to bring them to some common comparable basis. 

There are other railways in Canada. United States railways operate here, 
the Northern Pacific, the Great Northern, the Wabash, the New York Central, 
the Michigan Central, the Central Vermont, the Pere. Marquette, and so on. 
They are required, of course, over there to keep their accounts according to the 
Interstate Commerce Commission classification. They would run-up against 
the same kind of difficulties. 

There are certain fundamental differences between Canadian National and 
Canadian Pacific accounts. I should like to make clear that in anything I say 
I am not saying that we are right and they are wrong, or even suggesting that 
one is right and the other is wrong. Our system accounts are prepared on the 
basis that all companies comprising the Canadian National system are con- 
solidated as if a legal merger had taken place, and we present our accounts to’ 
you as those of one corporation. Although there are some eighty or ninety 
corporations in the system we give you our accounts on a consolidated basis as 
if they were a single corporation. We wash out all inter-company transactions. 

The Canadian Pacific is not on that basis. I am not suggesting we are 
better than they are because the two bases are very commonly used. Theirs is 
what I would describe as a parent company controlling a number of subsidiary 
companies. For example, we treat the Grand Trunk Western, which is one of 
our United States subsidiaries, as if it were a part of our system. We bring its 
revenues and expenses into our accounts exactly as we treat the Canadian 
operations. The Canadian Pacific bring their Soo line operations in on a 
dividend ‘basis, and they are quite right if that is their policy. I am sure there 
is no law, and you would never write a law, that would compel the Canadian 
Pacific Railway to publish a report from their directors to the shareholders in 
any particular form. It is an internal matter between the directors and the 
shareholders. . 


RAILWAYS AND SHIPPING ' 197 


For instance, we treat our telegraph department as a department of the 


railway. We bring in our telegraph revenues and expenses in the same way 


we bring in express, freight, passenger, and everything else. They do not. 
Canadian Pacific Telegraphs is a separate company, and they bring it in as 
“other income”. Who shall say they are not correct? 

Mr. JAckMAN: Are they bound in their presentation of their accounts by 
the ordinary clauses in the Companies Act whereby you-have to state whether 
it is a consolidated return or what you have drawn down from your subsidiaries? 

Mr. Cooper: I would think so, but they are not compelled to make a 
consolidated report. In the United States, where the railways are very much 
more regulated than they are in Canada, there is no requirement with respect 
to the form in which directors shall make reports to shareholders except that 
they shall be a true reflection of the accounts. When you think of the Canadian 
Pacifie’s operations, its steamships, its land operations, and so on, you will see 
that there are some fundamental differences between these two large trans- 
portation systems. They are not identical. I do not think you can ever get to 
the point where they can make identical reports. I quite agree that from time 
to time, when an investigation is under way for one purpose or another, the 
two accounts have'to be brought down to some common basis, but that is a 
matter for a special presentation at the time for the purpose. As Mr. Matthews 
kindly said we are maintaining our accounts strictly in accordance with the 
Interstate Commerce Commission’s regulations except with respect to this 
matter of depreciation on fixed property. We desire to continue on that basis. 

The minister has referred to the committee which the Rt. Hon. C. D. Howe - 
created in 1936. If I may I should like to read the answer which the minister 
made to a question in the House. Mr. Donnelly asked the question. 

: Is there any hope of having the Canadian Pacific Railway and the 
Canadian National Railways adopt the same system of accounting so 
that we may be able to compare the statements of the two roads? 


The answer of the minister was:— 

| A committee was formed, I believe in 1937, to bring that about. The 
committee worked for two years and at the end of that period submitted 
a report which was unsatisfactory to both railways. The Canadian 
National felt that, having worked towards the objective of adopting 
Interstate Commerce Commission accounting, they did not wish to take 
a retrograde step. The Canadian Pacific was not prepared to come all the 
way towards Interstate Commerce Commission accounting practice. The 
result was a disagreement to the extent that the department dropped the 
project. It is quite a considerable matter suddenly to change the accounting 
practices of a railway, and I hardly think that any progress can be 
expected at present. 


Speaking for the Canadian National I hope nothing will be done which 

would prevent us continuing to keep our accounts in accordance with the 
‘Interstate Commerce Commission classifications. 
Mr. JAckMAN: Mr. Chairman, it is very interesting to hear Mr. Cooper’s 
View on behalf of the railway. I do not see that his view differs from the 
suggestion that it might be well for parliament to exercise its authority and 
compel other railways operating in Canada to adopt I-C.C, regulations, because 
you said in ending your statement you hoped nothing would be done to change 
your present procedure under which you follow I.C.C. regulations to a very large 
extent. Is that not what you said? 

Mr. Cooper: I do not think that is entirely what is recommended or 
suggested by the government auditors. I rather think they are suggesting that. 
we should establish a different—it may be similar but in some respects I think 
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it would be different—classification, a distinctively Canadian classification. As 
I said, to the extent that it differs from the Interstate Commerce Commission 
classification it will do nothing other than create difficulty and expense for the 
Canadian National Railways. 

Mr. JAckMaN: Then perhaps I should ask Mr. Matthews this question. 
Your suggestion is not on all fours with the I.C.C. regulations in regard to 
accounting in the United States? 

Mr. Matruews: Yes, the only suggestion that we have made that would 
differ from the I.C.C. is that the Canadian classification should not extend 
itself into such detail regarding the depreciation of fixed property accounting 
etc. In the Canadian classification for those ancillary operations which are 
peculiar to Canadian operations so far as the broad basis of accounting is con- 
cerned, our suggestion nas always been that it be based upon I.C.C. The only 
difference is not to involve it in too great an amount of accounting detail. The 
principle, as far as we see it, would change the accounting of the Canadian 
National railways not at all except in the matter of fixed property accounting. 

Mr. Jackman: Mr. Cooper, I gather it does not follow your recommendation 
to carry it out is quite as simplv as we might think. In other words there is a 
difference of opinion in the carrying out of the principle, is that fair Mr. Cooper? 

Mr. Cooprr: If Mr. Matthews is recommending adoption by the Canadian 
National railways of the Interstate Commerce Commission classification I am all 
for it. 

Mr. JACKMAN: He says he is. 

Mr. Cooper: Of course we are not following their method of depreciation 
accounting which I have referred to and I am always ready to defend our practice. 

Mr. JAckMAN: With regard to depreciation. 

Mr. Cooper: The depreciation of fixed properties. | 

Mr. Retp: I have a few questions I would like to ask. I, more than anyone 
else, realize my own limitations in studying these reports. The question I would 
like to ask concerns page 4, item (b). It states, 

Profits aggregated some $1,138,000 and losses some $1,210,000 during 
the year 1946. Included in the latter total is the loss amounting to 
$991,000 of the Northern Alberta Railways Company, 50 per cent of 
which loss has been taken up as an income charge by the National 
system, the other 50 per cent being chargeable to the Canadian Pacific 
railway. 


My question is now, and the one following has the same object in view, where 
in your annual balance sheet, the annual report, is that asset. 

Mr. Marruews: Under investment of affiliated companies. 

Mr. Rep: It is marked down. 

Mr. Marruews: Yes, it is on page 20 of the annual report. The Northern 
Alberta railways shows a capital stock of $312,500,000 and bonds $15,765,000. 
The Canadian Pacific holds the same investment in the same road and when 
the accounts of the Northern Alberta railway are taken off each year, the loss 
is determined and 50 per cent is debited each way. That is under an agreement 
between the Canadian National and the Canadian Pacific railways. As far as 
the Caandian National railway was concerned their half was taken in the 
accounts in 1946. 

Mr. Rerp: Another question. That $377,000 in the second part, is that taken 
into account? 


eee 
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Mr. MattHews: Yes, that is other investments, and those are on the balance 
sheet. As a matter of fact the report follows the balance sheet at that point. 


At page 10, under other investments, it shows system securities at par $80,000 


and other assets at cost $916,000. It is the makeup of that account. 

Mr. Rep: My other question is at page 6 of your report. You there make 
recommendation to the committee or to parliament with regard to accrued 
depreciation. If you go down to the third paragraph where it states. 

Supplementing the foregoing, we now recommend that parliament 
authorize the railway to set up a reserve to cover all unaccrued depre- 
ciation on Canadian lines equipment prior to 1940 and thereby to place 
the accrued depreciation account on a basis broadly comparable in 
principle with the Interstate Commerce Commission regulations. 


My question is, in doing that, if that were put into effect would, it mean 
more money would have to be appropriated by parliament. That it would have 
to bé taken from the Canadian National system. Am I correct? 

Mr. Matruews: No, Mr. Reid, as pointed out in (c), there is no cash 
involved in this. There is a charge this year to proprietor’s equity of some 
$1,300,000. There is no cash involved there as far as appropriation by parlia- 
ment is concerned. It would merely be establishing the depreciation reserve 
position of the C.N.R. on a basis as if they had been accruing depreciation 
throughout the years. There is no cash involved but moneys, if and when 
required, would be voted by parliament as it is at present. However it would 
require some parliamentary approval to make such a charge on proprietory 
equity. 

Mr. JackMAN: How large amount would that be in millions? 

Mr. Martruews: I could not say. 

Mr. VaucHan: That is what Mr. Cooper was referring to in his opening 
remarks, ’ 

Mr. JackMAN: Would that be suitable to the operating officials? 

Mr. VauGHaNn: We have, on different occasions, tried to have the govern- 
ment take up that amount or one similar, in proprietor’s equity account. After 
considerable discussion we arrived at the decision the amount should be taken up 
each year rather than in one sum. 

Mr. Jackman: In ten years the problem would disappear, likely. 

Mr. VaucHaNn: Perhaps. 

The Cuatrman: Are there eny other questions? 

Mr. JAcKMAN: I mean to say, this is very difficult for a layman to express 
an opinion on and it does seem from a lay point of view that if the railways in 
Canada were operating or keeping their accounts in the same form we would be 
able to compare, on a surer foundation, one railway with another and I do not 
thoroughly understand Mr. Cooper’s suggestion. If the change were made he 
might have to almost keep three sets of accounts in connection with border 
properties. 

Mr. VaueHan: I do not think he quite meant that. He meant, as so many 
of our railways at the present time are covered by the I.C.C. accounting that it 
would cause confusion if there were any different system of accounting incor- 
porated in Canada. Mr. Matthews has said he is in favour of I.C.C. accounting. 
Mr. Cooper has said he would be in favour of I.C.C. accounting with the one 
exception. 

Mr. Matruews: As a matter of fact we have already said the Canadian 


_ National, apart from the depreciation of fixed properties are mainly on the 


” 


I.C.C. basis now, and our recommendation suggests the adoption of I.C.C. in these 
Canadian classifications with the one exception that under I.C.C. rules there are 
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instances where the amount of detail required is very expensive and in our 
opinion adds very little. As far as the principle of comparability is concerned 
we have talked Interstate Commerce Commission since 1934. Let me make this ~ 
point clear. With the adoption of our recommendation the only change in the 
C.N.R. accounts of any importance would be the adoption of depreciation 
accounting on fixed property. Generally speaking the Interstate Commerce 
Commission classification is now in use by the Canadian National, and, to the 
extent that it is, we certainly would not make any recommendation or any 
change with respect to it. The matter is much broader than appears on the 
surface. I suppose we might as well be frank about it. In recent years the 
Canadian Pacific have built up some tremendous reserves for depreciation and 
our feeling, in so far as the Canadian National is concerned, and, recognizing 
that the most potent factor in accounts is reserves, and that the Canadian 
National railway is an instrument of operation of the dominion, it is the only 
major railway on the continent that has not got depreciation accounting on fixed 
properties. We feel from the point of view of the National system being owned 
by the dominion that it would be in the interests of the dominion that this 
property be on the basis where they would have the use of reserves the same as 
any other railroad. To talk about uniform accounting on the surface 1s mean- 
ingless and when reserves are created in the proportion that they have been 
created in recent years, the utilization of those reserves is most important. 

Mr. Rew: Suppose right there you were to take a reserve and set it aside. 
To do that last year you would not have shown a $16,000,000 surplus. It would 
have meant you would have taken the money from the whole system and put it 
into a reserve similar to the C.P.R. } | 

Mr. Marruews: No, Mr. Reid, the thing we had in mind is, where you have 
regulatory accounting, the creation of reserves and the utilization thereof would 
be subject to one main authority. 


Mr. Rei: You just told us the C.P.R. had a big reserve and that was a 
potent factor in any company. 


Mr. Matruews: I did. 


‘Mr. Rei: If you were to do that in the C.N.R. you would not have a 
surplus because you would be putting up that reserve.. 

Mr. Marruews: No, Mr. Reid, what would happen would be, for our 
recommendation is, if we were to adopt depreciation accounting on fixed property 
the same as it is on equipment, and then bring past accrued depreciation up to 
date and start over again, it would involve no vote by parliament. It, there- 
after, places the accounts on a comparable basis with other railroads that have 
reserves. If you have no reserves these retirements either have to be charged to 
operating expenses or to your profit and loss. I realize it is a very technical 
matter. | 3 

Mr. Ret: Let me ask this question, I am ‘speaking about page 10 of th 
report to try and get a clearer picture or to compare more readily the two 
systems. If the accounting system was similar in both it would be possible for 
this committee and the public to get a comparable picture as to the actual ° 
performance of the Canadian National with the Canadian Pacific. 


Hon. Mr. CHevrier: I suppose, if we called witnesses from the C.P.R. we 
would get their angle. Ba, 

Mr. Rew: The auditor must have something in mind when he made the 
recommendation. 

Mr. Mvutcu: If the public could understand it more clearly then perhaps — 
we could. : 
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Mr. Rei: I suppose Mr. Mutch can speak for himself and I have told you 
I am not a financial expert either but I would just like to get the picture clear 
in the light of what you recommend on page 10. 

Mr. Marruews: Mr. Reid, the accounts would be presented in precisely 
the same form and with the same type of reserve to utilize. If one company 
has large reserves and another has not the effect on the operating expenses 
over all the years is quite considerable. 

Mr. Ret: You are advocating, with this idea, giving us an improved yard- 
stick with which to measure the relative operating performance apart from fixed 
charges. 

Mr, Marruews: That is right. 

Mr. Rei: Of the two major railways. That is to eliminate any miscon- 
ception of the results if they were compared on the same basis. 


f Mr. Marrumws: That is correct. 


Mr. JaAckMAN: Is there any other firm or business that uses retirement 
depreciation. 
i Mr. Marruews: You mean commercially. 
q Mr, JACKMAN: Yes. 
: Mr, Marruews: Well of course speaking of commercial corporations, de- 


preciation accounting has existed as a practice for a long time. Throughout the 
years our position on depreciation on the railways has been one of going along 
slowly. We started in 1934. We started then when the order of No. 15,100 
was made effective by the I.C.C. It was postponed from one year to another 
and finally adopted in 1935. But you will find we have gone progressively 
along endeavouring at all times to not go ahead of the best practices that had 
been arrived at in the United States because certainly the Interstate Commerce 
Commission has spent a lot of money. The American roads have spent a lot 
of money in studying this question and it has been a matter of progressively 
following the steps that have been taken by these roads and it is all right 
to say the Canadian National are not going to be governed by what other 
railroads do. In the long run, however, you more or less find yourself in the 
position where you must in due course of time. However, we are not here 
to do any more than to present our opinion in the matter, and not with the 
idea .of trying 40) force: it. 
Mr. Ret: May I ask this question. At the top of page 11. 


Mr. Vaucuan: I think it would be helpful to hear Mr. Cooper express 
an opinion on that. 

The Cuamrman: Mr. Cooper would you like to say something before Mr. 
Reid asks his question? 

Mr. Coorer: This has particular reference to depreciation on fixed 
properties? 

Mr. VauGHan: Yes. 

Mr. Cooper: This is also a matter which has been’ before this committee 
on many occasions. In our 1942 report there was a full statement with respect 
to our policy and we said “It is considered desirable that the depreciation 
accounting policy of the railway shall be indicated so that the record may 
be clear as to the basis on which the accounts herein presented have been 
stated”. The statement goes on to explain that United States carriers were 
changing from retirement accounting to depreciation accounting but that we 
did not intend to make a change at that time on our lines in Canada and 
some of the reasons behind our policy are these. The railways in. the United 
States adopted depreciation accounting for fixed property on January 1, 1943. 
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That is only four years ago. Previous to that year they had continuously | 
opposed depreciation accounting on fixed properties. They changed over in 
1943, in my opinion because of the tax situation. They were confronted in that 
year with very sharply increased income taxes and excess profit taxes. That, 
in by opinion, was the reason for the change. It was not a logical change, it 
was a change based on expediency and having regard to their tax position. 
The Canadian National Railway has no tax problem in Canada and therefore 
the reasons which led the United States railways to make the change do not 
apply to the Canadian National Railway. As a prerequisite to the adoption of 
depreciation accounting by the American railways an inventory of their 
properties had to be made. This federal valuation of the railroads cost the 
Interstate Commerce Commission $50,657,000 to the end of June, 1937, and it 
cost the class 1 railroads $153,284,000. This was an average of about $830 per 
mile of road. We have 24,000 miles of road: There is no similar valuation of 
the Canadian National available. We have neither the technical personnel 
available for the work nor the inclination to spend the amount which would 
be necessary. 

When you think of a railway, you think first of the rails, ties, ballast and 
all the other items which, collectively, are referred to as the track structure. 
On would suppose, as all the elements in track structure are subject to deprecia- 
tion, that under a plan of depreciation accounting the track structure would 
be included. That is not so. 

Mr. Jackman: Under the I.C.C.? 

Mr. Coorer: The United States railways are not required to take account 
of depreciation in track structure, due to the practical difficulties involved. 
Nevertheless, the admission seems to me to contradict the theory that retirement 
accounting is inadequate and that there must be depreciation accounting, if 
the accounting is to be set up on a sound basis. 

Mr. Jackman: What would you say to this point, if you have a railway 
which is going to run at all, it must keep its track in adequate shape, otherwise 
it would have an accident the next week. It has to be maintained at about 
100 per cent efficiency. | 


Mr. Cooper: I think we have to do that with all our property. Perhaps I 
may continue and then we can argue it out afterwards. 


Mr. JACKMAN: Yes. 


Mr. Cooprr: I think any accounting system should be patterned on the 
physical characteristics and nature of the operations of the business itself as 
well as its corporate and financial relationships. For myself I believe, in view 
of the size of our property, its physical components, the varying dates of their 
installation and their differing service lives, that we are able, by a continual 
process of repair, renewal and replacement, to maintain the property in good 
operating condition by charges to operating expenses reflected in the accounts 
of the year, 

We have no outside shareholders. The question of dividends is not involved. 
The method of financing the railway does not hinge on its balance sheet position. 
It would be a matter for the government to say whether, in addition to our 
other requirements, they would be willing to advance an amount by which a 
theoretical depreciation charge might exceed the actual expenditures made for 
maintenance. 

I would like to add this, because there is a seeming inconsistency in our 
refusal to adopt depreciation on fixed property when, in 1940, depreciation 
accounting for rolling stock was adopted. My explanation for that is, that as 
compared with fixed property which, as a whole, can be adequately maintained 
by renewal or replacements of its component units, rolling stock has a definite 
life cycle. It becomes obsolete and cannot be restored to a serviceable condition. 
It must, inevitably, be retired from the service. 
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I said that before 1943 U.S. carriers had consistently opposed the adoption 
of depreciation accounting for fixed property and the following quotation, which 
I have taken from a report on the federal valuation of railroads, is stated to be 
typical of the railway position. It is for this reason I am quoting it. 

The carriers protest against the principles, methods and rules em- 
ployed in the determination of cost of reproduction less depreciation and 
against the results of their application. They maintain that the amounts 
ascertained and deducted as depreciation are but speculative estimates 
of future operating costs and are not depreciation. They further maintain 
that the service life of their properties is continuous and indefinite and 
that there is never at any time any known or ascertainable part of this 
service life which has expired. In other words, they contend that deprecia- 
tion does not exist in well-maintained railroad properties. 


Now, the position of the United States railways, as I was saying, up to 1943 
was that. They changed for their own particular reasons. 


Mr. JackMAN: What is the date of that report? 


Mr. Coorzr: This report is dated 1939, and it was made by an engineer 
who was a past president of the American Railway Engineering Association. 


Mr. JAcKMAN: The authority of the booklet is from what, the association? 
(Mr. Cooper passes booklet across to Mr. Jackman.) 


Mr. Cooper: This is more or less a personal document written by a man 
who is recognized as an authority. I was not quoting him, I was only quoting 
from his booklet where he undertook to give a statement of the typical attitude 
of the United States railroads toward depreciation of fixed railroad property. 

I feel in the case of the Canadian National Railways that it is possible 
for us to maintain our property, that is our fixed property, year by year by 
charges to operating expense. I think we do so; and I see no purpose in setting 
up in addition what is more or less a theoretical charge for depreciation. I do 
not deny that in many businesses depreciation is a necessary accounting 
provision. I think in the case of an industrial concern or even in the case of 
a new railway; I think it would be foolish to deny the principles of depreciation 
accounting but where you have a railroad such as this is, owned by the state, 
constructed over a period of 100 years, 24,000 miles of track with all its 
component parts, then it is possible for us to maintain ‘that property from year 
to year by charges to operating expense and keep our accounts as far as 
possible on a cash basis rather than according to figures which the accounting 
people might compute. I think that we are on a sound basis. 


Mr. JackMAN: I see the gentleman who wrote this booklet is Edwin F., 
Wendt, a consulting engineer, of Pittsburgh, Pennsylvania, and the past presi- 
dent of the American Railway Engineers’ Association; that is an association of 
railway engineers? 

Mr. Cooper: The American Railway Engineering Association is a depart- 
ment of the Association of American Railroads. We are members of that 
association. 

Mr. JACKMAN: And it is not an article expressing the engineers’ point of 
Miew tif). . 

Mr. Cooper: No, sir. Again I am pointing out that it is not an expression 
of his views, but an extract from the report of the United States Bureau of 
Valuation and is taken to be a summing up or typical example of the arguments 
used by the American railroads on the application of depreciation accounting. 
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The CHarrMan: Gentlemen, you have heard the auditor; what is your view, 
can we adopt the auditors’ report, outside of the Trans-Canada Air Lines 
section? a 

Mr. Reip: I had one question I wanted to ask, if you don’t mind, Mr. 
Chairman. ! 

The CuatrmMan: Yes, Mr. Reid, I'am sorry I had forgotten that. 

Mr. Rerp: With reference to page 11 of your report, Mr. Matthews; first 
of all I take it that the word “dominion” means the dominion government; “the 
making available to the dominion of standardized accounting—”; I take it that 
you mean the dominion government acting on behalf of the Canadian people, 
acting as proprietor of the Canadian National Railways system. 

Mr. Marrusws: The dominion government acting in its capacity as the 
regulatory or legislative body of the country, the same as the Interstate Com- 
merce Commission has powers so to do in the United States. 

Mr. Rem: What I had in mind was, you say, “in any consideration it may 
be called upon to give from time to time in the long-term future in respect of 
transportation rates and related matters affecting the public interest in 
Canada.” I do not think the dominion government would undertake to set rates. 

Mr. Marruews: Mr. Reid, what we mean is this; that the domimion govern- 
ment looking ahead has a problem of transportation on its hands, as it had in 
the past. There is a higher level of wage and material costs, and it is more 
than likely that in this country ’we will see a period of difficult times for 
transportation interests. Naturally, that resolves itself into some form of added 
revenue. The source to which the railways of this country have to appeal is the 
dominion government, to some department of the dominion government. 

Mr. Rump: That is true, yet not true. 

Mr. Marruews: But it is there, under the authority of the dominion. Now, 
if in the future in the United States, for instance, there is a question of freight 
rates, there the Interstate Commerce Commission start with a set. of accounts 
the construction of which they have previously designed; so that from the point 
of view of the dominion itself there does in our opinion seem to be some 
justification, in addition to what we have said in previous years, for having 
available a uniform type of accounting and information in regard to the 
railroads of Canada. 

Mr. Rew: Would it be fair to infer from this statement that it would be 
much easier and more simple for you to change and recommend transportation 
rates, let us say on the C.P.R., on account of their accounting system, than it 
would be under the present system of accounting on the Canadian National? 
I think that is really what your statement means. 

Mr. Marrpews: We are not thinking of anything -at present, particularly, 
Mr. Reid; but that is true, yes; that if the government in future in dealing with 
the transportation problems had before them a basis of information that was 
uniform and which was according to its own direction, and if it were giving, as 
the Interstate Commerce Commission have to do, any consideration to any 
problem having to do with its railroads they have a head start and are in a 
position to give the matter consideration at an advanced point which would be 
impossible if a great amount of time had to be spent in finding out what is in the 
accounts and what these things mean and what they really do produce. 

I would like to make just this closing statement. As far as we are concerned 
we have suggested the Interstate Commerce Commission classification under 
government authority; and in these figures that Mr. Cooper gives as to the 
moneys spent in the United States by the Interstate Commerce Commission and 
the United States railroads, I have said before that our recommendation is only 
for the major fixed properties. We are thinking in terms of hotels, and large 
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bridges and large terminals and stations, where the retirement of any one unit 


~ in any one year or two would be a serious distortion of the operating results of 


that year; and we certainly in no sense are making any recommendation that 
relates itself to any kind of an undertaking such as the Interstate Commerce 
Commission and the United States railroads undertook in the years gone by.. 
You can see, gentlemen, that Mr. Cooper and ourselves do not see very closely 
on this matter. However, that is all in a very cooperative way. 


_ Mr. Jackman: Would you not, Mr. Matthews, have to arrive at some basis 
of value of everything outside of trackage? 


Mr, Marruews: Trackage has never been a factor of depreciation by the 
Interstate Commerce Commission. 


Mr. JACKMAN: You do have to arrive at some basis of value? 
Mr. Marruews: Not for trackage. 
Mr. Jackman: But eliminating that you have to for everything else? 


Mr. Matruews: For your buildings mis bridges, ves, you would. You 
would have to get your cost value. 


Mr. JAcKMAN: After all, under I.C.C. valuation for depreciation accounting 
they nevertheless do spend money and time. Mr. Cooper mentioned they have 
omitted trackage themselves. What was it they had to spend so much time and 
money on in the way of arriving at a starting figure for depreciation that we 
would not have to arrive at, too? 

Mr. Matruews: There are two reasons. In the 1928 order of the Interstate 
Commerce Commission it provided depreciation even on trackage, and that 
state went on from year to year. It was not until 1935 that the thing was 
resolved. They finally got down to the basis of deciding that trackage was not 
depreciable, but that other units were. 

Mr. JackMAN: In other words, if trackage is eliminated the job becomes 
much simpler? 


Mr. Matruews: Limited to the larger items. That is all we have ever 
suggested. 


Mr. JAckKMAN: Mr. Chairman, I must savy while we cannot arrive at any 
conclusion or have all the pros and cons advanced at this hearing I do think 
there is a great deal to be said for depreciation accounting as compared with 
retirement accounting. Do they still use retirement accounting in the old 


country on railways? It is an old country practice, is it not? 


Mr. Cooprr: As I understand it they do not have depreciation accounting, 
that is, it is not mandatory. They go in for what they call replacement reserves. 
I might say that at one time I was in a British railway engineering department, 
and we used to build up what we called a renewal fund. 


Mr. JACKMAN: Each year. ‘ 

Mr. Cooper: And a replacement fund. The directors used to appropriate a 
lump sum of money and put it into a renlacement fund according to the financial 
condition of the company. When they had a retirement of any magnitude they 
charged it to the reserve. 

Mr. JackMAN: To the replacement reserve? 

Mr. Cooper: To the replacement reserve, ves. 

Mr. JacKMAN: We are not in a position now to say whether or not the 
amount appropriated last year or in recent years through retirements was greater 
or less than would be placed in a depreciation reserve were we on the depreciation 
basis? 

Mr. Coopmr: For the Canadian National? 

Mr. JACKMAN: Yes. 
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Mr. Coorrr: I would say it was less. 
Mr. JAcKMAN: At the present time? 


Mr. Coorrr: Yes, sir. That in turn is all tied in with this question of the 
difficulty of getting men and materials to make replacements. Just as we have 
done in the case of rolling stock where we kept every last unit of equipment in 
service if we could, we have not been tearing down buildings which had any 
possibility of being kept in service. 

Mr. Jackman: You still would be of that opinion if you included your 
deferred maintenance reserve? 


Mr. Cooprr: Not over the war years, no, but in 1946, of course, we did 
not charge expenses with anything on account of deferred maintenance. I do not 
mind admitting that, in general, charges to expenses are less under retirement 
accounting than they would be under depreciation accounting. I believe under 
depreciation accounting you build up a reserve over the vears which, from the 
balance sheet point of view, is something that is very nice to look at, but that is 
all it would mean in our case. With ordinary companies, of course, it is an 
important element in their taxation problem. I do not think depreciation 
accounting can be divorced from taxation, but then we are not subject to income 
taxes, 


Mr. JAckmMaN: If the system is depreciating less under the retirement 
system now than under depreciation accounting you do not think we are 
piling up any trouble for an inevitable day? 


Mr. Cooprr: No, sir, I do not. 


Mr. JAckMAN: It would also be my opinion that if we did have this uniform 
accounting and depreciation policy it would greatly facilitate the work of a rate 
hearing case such as the Board of Transport Commissioners have on their hands 
the present time with a whole battery of very highly paid legal counsel 

ere. 


Mr. Cooper: On that particular point it occours to me one of the difficulties 
at the present hearing is due to the fact that the Canadian National accounts 
are on a system basis. Our figures all include our American operations. The 
matter before the Board of Transport Commissioners now is related to Cana- 
dian conditions, and it might well be from their point of view they would 
sooner see our accounts stated as a Canadian railway only. In other words, 
they might prefer the Canadian Pacific statement of accounts for rate hearing 
purposes as affecting Canadian rates and charges. 

Mr. Jackman: Of course, under any system you would have to divorce your 
American properties from your Canadian properties, and their respective results, 
for a rate hearing case. 

Mr. McCuttocu: I move that this report be adopted. 

Mr. Harrterp: I second that. 


Mr. Locxuarr: Before the report is finally adopted, in the light of the 
discussion that has taken place, and the very definite recommendations that 
are made here in the auditor’s report, I am wondering whether the minister 
would care to say a word as to what he proposes to do. I am wondering whether 
we Just simply pass the thing holus bolus and then forget about it until next 
ete a whether the minister has in mind taking some action in connection 
with it. 

Hon. Mr. Cuervrizr: I do not know whether you were here when I referred 
to the statement that was made by my predecessor, Mr. Howe, and his setting 
up of a committee to deal with uniform accounting. 


Mr. Locxuart: Nothing was done. 
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Hon. Mr. Curvrrer: A great deal was done but the committee could not 
agree. 


Mr. Lockwart: Nothing was accomplished. 


Hon. Mr. Cuevrier: We are in the same position here with reference to 
the auditor making a recommendation and the railway taking the opposite 
view. In that position— 

Mr. LockHart: Well— 


Hon. Mr. Curvrter: Just a moment. You have asked me for a statement. 
In that position I would take it the matter is one which should perhaps be dis- 
posed of by governmental action. All that I could say on it would be that I 
would first of all have to submit it to the Minister of Finance to get his views 
because the financing of the Canadian National Railways is a matter which is 
under his jurisdiction. If his views were in accordance with that then I could 
ask for the opinion of our colleagues, but if his view were not in accordance 
with the report then I suppose this report would be similar to the report of any 
other corporation. Recommendations by the auditors are made, some are 
accepted and others are left in abeyance. | a, 

Mr. Jackman: When the I.C.C. made a valuation of the road did they use 
cost, or cost less depreciation? 

Mr. Marrumws: They used cost as far as they could, based on the original. 
cost as far as possible. But really it went back, I think probably to 1917. 
I am speaking from memory now. To determine valuation and set the values 
they endeavour to use the original cost. 

Mr. Jackman: Less depreciation? 

Mr. Marruews: Oh yes. 


Mr. Jackman: I understood the C.P.R. adopted depreciation accounting 
some years ago. 

Mr. Marrnews: I notice from the balance sheet at the end of 1946 that 
they had a depreciation reserve of $302,000,000. Of course, as you know, they 
built that up by appropriations and so forth in a very few years, but there it is. 
The Canadian Pacific, with assets of $1,200,000,000 have a depreciation reserve 
built up to over $300,000,000. As you know you can go back a very few years 
and you will not find those reserves there. 

Mr. Re: Is that in cash? Are those reserves in cash? 

Mr. Matruews: No, it was a revision of their surplus appropriations and 
other things in previous years which they had a perfect right to make, but, 
nevertheless, the Canadian National have no such provision possible in their 
accounts at the present time. 

Mr. Jackman: Do you recall what year it was they made the transfer? 

Mr. Marruew:: Yes, about 1940, 1942, it was in very recent years. 


The CuHarrMan: Gentlemen, it has been moved that we adopt this report, 
excepting the Trans-Canada Airlines section? 

Mr. Jackman: May I just ask a question? 

Mr. Locxnart: Before this report is passed, and I presume there is nothing 
else to do but pass it, and I am not indulging in any platitudes as I have 
considerable confidence in the minister and I believe he will make a real effort, 
but it does seem to me it is rather a useless thing to come back year after year 


- and go through the same discussion. I have been on this committee for quite a 


little while myself and I just suggest to the minister he might, with his fertile 
brain, bring us a constructive plan to avoid future difficulty. 


Mr. Jackman: May I ask whether Mr. Matthews wants to draw the atten- 
tion of the committee to anything else in particular in his report. 


Mr. Marruews: No. 
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Hon. Mr. Curvrter: Gentlemen, we still have those three items. 


The Cuamrman: Well, is the auditor’s report carried. 
Carried. 


Well, we have the three items which the Honourable Mr. Chevrier Trent Oned 

Hon. Mr. Cusveter: The items are numbers 434, 435, and 479. 434 is the - 
maritime freight rates. It results from the 20 per cent reduction in tolls, and 
the amount is $3,042,000. 

Mr. JAcKMAN: What is this all about? It is a lot of money to be passed so 
quickly. 

Hon. Mr. Cuevrier: It is the statutory vote which we cannot Chamee Tt 
is in the estimates but it is referred to this committee because it is in the railway 
budget and while we cannot change it, it is brought here so that it can be 
discussed. 

Mr. JACKMAN: Of course there are many things in the budget we might 
like to change. What is the number of this item? 

The CHAIRMAN: 484. 

Shall 434 carry? 

Carried. 


What about 435? 

Hon. Mr. Cuevrrer: That is the maritime freight rates act with respect 
to the railways, other than Canadian National. 

The CHatrman: Is 435 carried? 

Carried. | 

There is one more, number 479. 

Mr. JAcKMAN: Both of those are statutory? 

Hon. Mr. Cuevrier: Yes. 479 is the vote for the Prince Edward Island 
car ferry and terminals deficit, 1947, the amount is $707,000. 


The CuHatrMan: We discussed that this morning did we not, Mr. McLure? 
Shall 479 carry? | 
Carried. 


_ Now, gentlemen, I think when we started at the first organization meeting 
it was suggested that we might skip a week. The budget is down and we might 
wait a week before going on with Trans-Canada Airlines. 

Mr. JAcKMAN: Our correspondence is piling up. 

The CHarrMaAN: Yes, and there is an air session in Montreal starting on 
Tuesday and if it is agreeable with the committee we shall skip a week. It 
would give everybody a chance to catch up on his work and in addition it would 
give the air officials a chance to be down there in Montreal. Is that satisfactory? 

Some hon. Mrmpers: Satisfactory. 


The CHatrMAN: I might say that I have a note here from Mr. Howe which 
says: We can go on to-morrow or alternatively next Tuesday. We should finish 
without undue delay but if the committee prefers a recess for a week that will 
suit Mr. Howe very well. 

Some hon. Mrempers: Agreed. 


The CHatRMAN: We will meet a week from Tuesday then, and we will 
have the air officials.all here. Before we go I want to thank the C.N.R. officials 
for being here and for their patience and courtesy. 

Mr. VauaHan: I thank you, Mr. Chairman, and all the members of the 
committee for the consideration you have shown us. 


The meeting adjourned at 6.00 o’clock p.m. to meet again on Tuesday, 
May 138, 1947. 
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REPORT TO THE HOUSE 


TuHourspay, 8th May, 1947. 


The Sessional Committee on Railways and Shipping owned, operated and. 
controlled by the Government, begs leave to present the following as a 


SECOND REPORT 


Your Committee has considered the following items of the Estimates for the 
year ending March 31, 1948, referred to your Committee on 22nd April, 1947, 
and approves of same:— 


Vote 434, Maritime Freight Rates Act—Canadian National Railways; 

Vote 435, Maritime Freight Rates Act—Railways other than Canadian 
National; 

Vote 479, Prince Edward Island Car Ferry and Terminals—Deficit 1947. 

All of which is respectfully submitted. 


S. M. CLARK, 
Charman. 
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MINUTES OF PROCEEDINGS 


Tusspay, 13th May, 1947. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at 11.00 o’clock am. The Chairman, Mr. 
S. M. Clark, presided. 

Members present: Messrs. Belzile, Clark, Dion (Lake St. John-Roberval), 
Emmerson, Hatfield, Hazen, Jackman, Maybank, McCulloch (Pictou), MeLure, 
Nicholson, and Reid. 

Mr. H. J. Symington, President, Trans-Canada Air Lines, was called. He 
read the 1946 Annual Report of the Company and was questioned thereon. 
Mr. W. F. English, Vice-President and Mr. 8. May, Auditor, Trans-Canada Air 
Lines, assisted the witness during the questioning. 

Right Honourable C. D. Howe, Minister of Reconstruction and Supply, 
was present and took part in the proceedings. 

The Committee adjourned at 1.00 o’clock p.m. to meet again at 4.00 o'clock 
p.m. this day. 


AFTERNOON SESSION 


The Committee resumed at 4.00 o’clock pm. Mr. Clark, the Chairman, 
presided. | 

Members present: Belzile, Clark, Dion (Lake St. John-Roberval) , Emmer- 
son, Hazen, Jackman, Lapointe, Lockhart, McCulloch (Pictou), McLure, Moore, 
Mutch, Nicholson, Pouliot, and Reid. 

Mr. Symington was recalled and further questioned. 

Right Honourable C. D. Howe was in attendance and participated in the 
proceedings. 

On motion of Mr McCulloch (Pictow), the 1946 Annual Report of Trans- 
Canada Air Lines was adopted. 

The Auditors’ 1946 Report to Parliament, on the operations of the Trans- 
Canada Air Lines was taken as read and considered. 

Mr. O. A. Matthews, of George A. Touche & Company, Auditors, was 
called and questioned. 

The said report was adopted on motion of Mr. Reid. 

In a farewell message to the Committee in which he announced his impend- 


ing retirement from the presidency of T.C.A., Mr. Symington appealed for 
continued sympathetic understanding of T.C.A. difficulties. 


The Chairman and Messrs. Howe, Jackman, Nicholson and Pouliot com- 
mented on Mr. Symington’s efforts and expressed the appreciation of the 
Government, Parliament and of the people of Canada. 


The Committee adjourned at 5.45 p.m. to meet again at the call of the Chair. 


J. G. DUBROY, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housb oF CoMMONS, 
May 13, 1947. 


The Standing Committee on Railways and Shipping met this day at 11 a.m. 
The Chairman, Mr. 8. M. Clark, presided. 


The CuHatrman: Gentlemen, we have a quorum. I wish to extend a 
welcome to Mr. Symington and his officials who are appearing before this com- 
mittee this morning. In other years the procedure has been to ask Mr. Symington 
to read his report, after which members of the committee may ask such questions 
as they wish. Following that we shall take the balance sheet, if that is agree- 
able. I shall ask Mr. Symington to read the report of Trans-Canada Air Lines. 


Mr. H. J. Symington, C.M.G., K.C. (President, Trans-Canada Air 


Lines) : 
Montreaut, March 15, 1947. 


ae the Right Honourable the Minister of Reconstruction and Supply, Ottawa. 
ir: 

_ The Board of Directors submit the Annual Report of Trans-Canada Air 
Lines for the calendar year 1946. 

In spite of the uncertainties and difficulties of the post-war period, air 
transport made great strides in Canada. As equipment and skilled manpower 
again became available, Trans-Canada mainline service moved forward on a 
new scale. Many desirable services had to wait upon the coming of peace and 
the recovery of this lost time is a paramount concern of the Air Line to-day, 


Although T.C.A. is about to complete its first decade of service and has 
achieved a great degree of maturity in that period, it is now more than ever 
in the process of intensive development common to all growing transport enter- 
prises. This calls for unusually heavy expenditures and, as forecast in the last 
Annual Report, 1946 proved to be a difficult year from a financial standpoint. 
Costs were high. Training requirements were extensive. Throughout the year 
additional offices were opened and field facilities were expanded, in the expecta- 
tion of spring deliveries of twenty-four DC-3 aircraft of 21-passenger capacity 
each. Industrial conditions were such that these deliveries were delayed so that 
these aircraft were not available for the peak traffic of summer and early fall. 
Later in the year low load factors were general on all air lines throughout the 
world. This occasioned the Company real financial loss, especially as extensive 
preparations had been made in anticipation of earlier usage. 

Routes and services were increased generally. The fleet was enlarged and 
improved. Preparations were made for the Air Line’s assumption of the Atlantic 
operation on a full commercial status. Training of specialized personnel, par- 
ticularly pilots, was advanced to a point where adequate staff has for some time 
been available for the carrying out of the expanded program. 

Co-operative effort with the Department of Transport pointed the way to a 
eeneral improvement in Canadian airports and airways and to better scheduled 
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performance for aircraft. Through a continuous participation in the councils of . 
the world air authorities, the Company played an important part in the standard- | | 


ization and rationalization of international air practices. 


Passengers carried increased by 67 per cent. Air express poundage rose by~ 


10 per cent, but air mail pounds fell by 32 per cent. 

Daily scheduled miles totalled 45,021 at December 31, 1946, an increase of 
12,667 miles per day or 39 per cent. Route miles had risen from 5,299 to 6,511. 
During the year, 15,864,670 miles were flown, as compared with 11,546,227 miles 
in 1945, an increase of 4,318,443. | 


A fourth daily transcontinental service was inaugurated between Montreal — 


and Vancouver on April 1. Schedules were arranged to give improved service 


to Calgary and Edmonton, including a direct flight from Calgary to Vancouver. — 
Air transportation knit Canada and the United States even more closely 


together as four new routes were opened across the border. Two-and-a-half 
hour flights began between Toronto and Chicago on July 1, one-and-a-half hour 
flights between Toronto and Cleveland on August 1, one-hour flights between 
the Canadian Lakehead and Duluth on’ September 16 and fifty-minute flights 
between Victoria and Seattle on November 1. Stops are made at London on the 
Chicago and Cleveland routes. 

Other service extensions were a fourth Toronto-New York schedule on April 
15 and an increase in Vancouver-Victoria flight frequency from two to eight 
daily in November. 

A general development of the Air Line’s traffic organization took place 
during 1946. More ticket offices were provided and staffs were increased. 
Telephone answering service was placed on a twenty-four hour basis and reserva- 
tion procedures adjusted to the heavier passenger flow. 


RESULT OF OPERATIONS 


1946. 1945 
MPeratings Revenues.) ous ees seein et. $12,810,805 $10,512,588 
Cera tn OH XPETSES 0 jleuld si duceh age ios Ree ok alteha 13,943,939 10,250,272 
$1,188, 13842 $ 262,316 
Miscellaneous’ Income: Neto Wa $ 17,878 $ 456 
Iigerest: on) Capital Invested’ aut." 55-20 — $ 230,000 
Deficit 1946 - Surplus 1945 $ 1,115,256 Pp (tao nie 


Operating revenues totalled $12,810,805, an increase of $2,298,217 or 22 per 


cent over the preceding year. Passenger revenues increased $2,602,537 or 48 per 
cent; mail revenues decreased $470,430 or 11 per cent; express revenues decreased 
$2,148 or 1 per cent; revenue from sales and service increased $77,841 or 26 
per cent; other revenue increased $90,417. Passenger revenue contributed 63 
per cent of total revenue and mail revenue 30 per cent. 

The lifting of wartime priority restriction, the scheduling of additional 
flights and the use of larger aircraft brought air transport to more Canadians. 
The deterioration in the volume of air mail traffic was serious for T.C.A. because 
of a new mail contract with the Post Office Department. This agreement, which 
became effective on April 1, established pound-mileage as the basis for mail pay 
and thereby left the Air Line vulnerable to any decline in mail volume. Air 
mail poundage fell off by 32 per cent and air mail revenue by $470,430. Receipts 


were $2,000,000 less than they would have been had the Company been paid 


under the old agreement on a basis of mileage operated. 
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Operating expenses totalled $13,943,939, an increase of $3,693,667 or 36 
per cent over the previous year. There was an increase of $2,346,000 or 23 per 
cent because of expansion and intensification of services and higher material 
costs. Payrolls increased by $400,000, due to higher wage rates. There was an 
increase of $948,000 covering training of personnel, depreciation and insurance 
on the new equipment acquired for the development of new routes and services. 

After the income credit of $17,878, there was a deficit of $1,115,256. 

The Company’s reserve covering self-insurance of aircraft and other equip- 
ment, and liability to passengers and public, increased by $404,696 during the 
year. Accrued depreciation on aircraft and other property increased by 
$1,595,811. 

Resulting from the 1945 amendments to The Trans-Canada Air Lines Act, 
1937, the practice of charging operating expenses with 5 per cent interest 
per annum on invested capital, paid to the Canadian National Railways, was 
discontinued in 1946. For the year 1946 the return to the Railway is in the 
form of a dividend of 3 per cent per annum ($154,368) on invested capital, 
paid out of T.C.A. surplus. 


PROPERTY AND EQUIPMENT 


T.C.A. flight equipment as of December 31, 1946, consisted of: 

27 Douglas DC-3 aircraft, 24 of which are equipped with two Pratt and 
Whitney Twin-row Wasp engines, each of 1200 horsepower, and three 
equipped with two Wright Cyclone engines, each of 1200 horsepower. 

14 Lockheed Lodestar aircraft, equipped with two Pratt and Whitney 
Twin-row Wasp engines, each of 1200 horsepower. 

9 Lockheed 14-08 aircraft, equipped with two Pratt and Whitney Twin- 
row Wasp engines, each of 1200 horsepower. 

Three additional DC-3’s were on order at the close of 1946. Two of 

them are passenger aircraft, while the third is for cargo use. 

With the acquisition of the DC-3’s, the Company began to retire the 
Lockheed aircraft, which are being offered for sale as they are released from 
service. | 

One of the year’s pressing problems was that of finding sufficient accom- 
modation at the airports for T.C.A.’s developing organization and passenger 
requirements. Appreciating the necessity of avoiding, as far as possible, any 
new construction at the present time, the Air Line took steps to use buildings 
previously devoted to military purposes. 

At Winnipeg, the Air Line’s operations headquarters and site of the main 
repair base, additional office space was taken in nearby R.C.A.F. buildings and 
a former Air Force hangar was used as a stores depot. 

In Edmonton and Toronto, arrangements were made to rent Air Force 
hangars. 

At Montreal, T.C.A. acquired two large hangars previously used by the 
R.A.F. Transport Command. 

At Vancouver, the Company acquired the large Boeing overhaul hangar 
which can serve domestic operations now and the proposed Pacific service later. 

New and intensified schedules called for a system-wide improvement in 
ticketing facilities. Accordingly, traffic offices were opened in Chicago, Cleve- 
land, Port Arthur and Seattle, while established offices were expanded at other 
points. ! 
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RoutTES AND SERVICES 


At December 31, 1946, Trans-Canada Air Lines was providing service— 
passenger, air mail and express—over domestic routes totalling 6,511 miles 
between the Atlantic and Pacific. This was an increase of 1,212 miles or 
23 per cent over 1945. The routes operated are as follows: 


| Miles 
Halifax—Victoria (via Moncton and Toronto) ...... 3,307 
Moncton—St. John’s, Newfoundland ................ Tol 
Hahfax-Sydney-s bec nOrn pe ate sare an eee eae rosie t 201 
THahtax—Blisswille eee ae Nbr ae once one 177 
“oronto—oNew ' Yorkit eee ac Nee a ie maak a ee 365 
TOPONtO— LOD GON Wile o alaia cee elie die. Cone. Clase taeene ire okcoes 97 
ihoronto——Clevelainig |) 20k. ee Sin ae re eee aeons 211 

ondon-—Cleveland Gach lie Nie Sten es, ec ice aaa e ty 171. 
London—Chicago (via Windsor). 000). 02. Sra Se. 368 
Ports. Wiliam egy eee es ee ee esata tee, geen ae 178 
Regina—Vancouver (via Calgary) J.......0.0.2.0.. 281 
Lethibridge—Edmonton viii. shee date ae Meee eta 301 
Victorin—Seattlerie is oe 0 ie ene tee hays ee ea 103 
6,511 


Passenger Service 

Revenue passengers number 305,442 in 1946, as compared with 183,121 in 
1945, an increase of 122,321 or 67 per cent. The average passenger Journey was 
510 miles, as compared with 579 miles in 1945. Revenue passenger miles 
increased 47 per cent. Passenger revenue per revenue passenger was $26.41 and 
per revenue passenger. mile 5-18 cents, as compar ed with $29.83 and 5-15 cents 
respectively in 1945. 

In April, the Department of Transport authorized the abolition of the 
wartime passenger priority system and a return was made to normal reservation 
practices. 

Improvements in passenger service included the provision of hot meals 
on the DC-3 aircraft. Reservation procedures were revised to provide faster 
service and to meet the much heavier flow of traffic. 


Air Mail Service | 

The shrinkage of air mail volume which began in 1944 was greater in 
1946. Mail amounted to 2,325,977 pounds, as compared with 3,429,232 pounds 
in the previous year (a decrease of 32 per cent) and 3,739,105 pounds in 1944. 


Air Express Service 


Air express increased 10 per cent, from 950,323 pounds in 1945 to 1,043,713 
pounds in 1946. The average haul, however, was shorter and pound miles 
decreased 5 per cent. 


Airway Facilities 

Close. co-ordination was maintained with the Department of Transport in 
_ the improvement of runways, field facilities, airport and navigational aids. 

Construction of the Great Lakes airway progressed. When completed, 
this will permit flight between Toronto, Sault Ste. Marie, Port Arthur-Fort 
William and Winnipeg, cutting many miles and minutes from the transcontinental 
route north of the Lakes. 

Work began at Winnipeg, Lethbridge and Toronto on the runway extensions 
needed for the scheduled operation of four-engined aircraft. 
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Although equipment was scarce, the first steps were taken towards the 
provision of instrument landing systems at Canadian airports. These electronic 
devices will facilitate scheduled performance of aircraft when visibility is 
limited. 

T.C.A. continued to expand its network of very high frequency radio 
stations throughout the Maritimes and Central Canada. These provide static- 
free communication with the aircraft in flight. At the end of the year fourteen 
such installations had been completed and work was proceeding along the Mont- 
real to Windsor airway. 


PERSONNEL 


The staff of Trans-Canada Air Lines at December 31, 1946, was 3,641, as 
compared with 2,388 at the end of 1945. In addition, 796 employees were engaged 
in the Canadian Government Trans-Atlantic Air Service. 

The Company had in its employ 2,371 men and women formerly in the 
Armed Forces. They are performing efficiently as pilots, mechanics, traffic and 
clerical employees and, indeed, in all areas of T.C.A. activity. 

Staff training was required not only for neweomers to the Air Line but also 
to acquaint employees in general with the new aircraft and the changed 
techniques brought about by the development of traffic. 

It became necessary to train many additional pilots for the increasing 
operations and larger fleet. Carefully selected former R.C.A.F. personnel were 
assembled at Winnipeg for intensive flight and ground instruction. New First 
Officers to the number of 147 qualified for T.C.A. service. 

Approximately 1,700 maintenance employees were trained in the servicing 
of the DC-3 aircraft, different in many respects from the Lockheed equipment 
with which they had been familiar. 


SPECIAL ACTIVITIES 


Canadian Government Trans-Atlantic Air Service 


T.C.A., as the operator of the Canadian Government Trans-Atlantic Air 
Service, made its one thousandth crossing of the Atlantic in December. Under 
the Company’s direction, schedules grew from twice weekly to a daily round- 
flight on the 3,000 mile route between Montreal and the United Kingdom. By 
the end of the year, the Canadian Atlantic service had come to rank. in per- 
formance with any of the other international air lines. Almost 600 crossings 
were made without incident in 1946 and there were no scheduled flights cancelled. 

On September 15, the trans-Atlantic route was extended to London. Prest- 
wick airport, near Glasgow, remained the United Kingdom maintenance base. 
T.C.A. took complete control of all passenger reservations both east and west- 
bound, trans-Atlantic passage being obtainable in all domestic offices. 

The trans-Atlantic service, conceived in wartime to meet emergency trans- 
portation needs, will be operated by a T.C.A. subsidiary company, wholly owned 
and controlled by the Air Line. T.C.A. will soon introduce its own four-engined 
aircraft, larger and more suitable for passenger carriage than those first used 
in the service. 

T.C.A.’s trans-Atlantic flight crews, maintenance personnel and technicians 
are experienced and are fully qualified to assume tomorrow’s larger responsibill- 
ties. The trans-Atlantic service is Canada’s first venture in the international 
air and T.C.A. will seek to develop with the same regard for quality that has 
attended the growth of the domestic system. 


Service to Other Air Lines 
The interdependence of world air transport was seen in T.C.A.’s growing 
service to other lines. In 1946, the Company handled the many flights of the 
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various trans-Atlantic operators that stopped en route at Sydney and Moncton. 
At Goose Bay, in Labrador, T.C.A. agreed to organize and operate in 1947 an 
international hotel for the use of all trans-Atlantic travellers. Following the 
departure of the R.A.F. Transport Command from Dorval Airport, the Air Line 
accepted responsibility for a wide variety of airport functions. At Vancouver, 
T.C.A. serviced the trans-Pacific flights of Australian National Airlines and in 
Western Canada provided radio communications for Northwest Airline’s opera- 
tions to Alaska and the Orient. j 


Goose Bay, Labrador, Service 


At the request of the Department of Transport, T.C.A. completed arrange- 
ments for the operation of a fortnightly service between Montreal and Goose 
Bay. These flights are primarily for the convenience of the Department’s own 
personnel and the contractors at work at the Labrador air base. However, other 
passengers and cargo are carried as offered. 


Work for British Overseas Airways Corporation 


A wartime servicing agreement was terminated on November 30, when 
T.C.A. ceased its maintenance and overhaul of British Overseas Airway’s Libera- 
tor aircraft at Montreal. The contract was designed to assist the British Com- 
pany in its movement of ferry pilots. 


Four-ENGINE AIRCRAFT 


It had been hoped that the first of the four-engined North Star aircraft 
being built by Canadair Ltd. at Montreal would go into T.C.A. service in 1946. 
But here again, the difficulty of procuring materials delayed manufacture. - 
These 40-passenger aircraft will be introduced on the Atlantic route where their 
high speed and comfortable interior arrangements will improve the quality of 
trans-oceanic travel. Soon afterwards they will be seen in Canada and on a new 
service to Bermuda. Powered by liquid-cooled Rolls-Royce engines of British 
manufacture and based on Douglas airframe design, the North Star is a blend 
of the world’s foremost aeronautical skills. 


PROPOSED SERVICES 


The pace of T.C.A. growth will be determined by public response to air 
transportation. Certain specific extensions and betterments are planned for 
domestic air transport in 1947. With the completion of the Great Lakes airway, 
it is anticipated that flights between Toronto and Winnipeg via Sault Ste. Marie 
and the Lakehead will be possible this summer. Inauguration of the postponed 
Winnipeg-Saskatoon-Edmonton flights is similarly dependent upon completion 
of airport construction at Saskatoon. This operation will also begin in 1947. 
Service between Halifax, Saint John and Boston will begin in April, with a stop 
at Yarmouth. Windsor, Ontario, will be added as a traffic stop to the Toronto- 
Chicago service. The frequency of flights will be increased on eastern inter-city 
routes and between Vancouver, Victoria and Seattle during the summer months. + 
A wider use will be made of the larger DC-3 aircraft and a transcontinental 
schedule with four-engined North Stars is planned. 

T.C.A. will open a service to Bermuda with large aircraft and West Indian, 
South American and trans-Pacific operations are being studied. 


FINANCIAL CONSIDERATIONS 


The great service which aviation can render to the public interest, including 
commerce and industry, is widely recognized. Nevertheless, current conditions © 
render immediate financial prospects very difficult to estimate. Material and 
labour costs are still rising and everywhere the major air lines are hard-pressed. 
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T.C.A. will strive for stability during the period of economic adjustment in 
the air line industry. Promotional activity to stimulate public understanding 
and acceptance of aviation will be intensified. New revenue sources will be 
developed, including possible carriage of first class mail by air and an air 
freight service. The Air Line will relate its scheduling closely to seasonal traffic 
trends. Expenses will be carefully controlled. 


THE STAFF 


It has been customary to regard T.C.A. employees as “young” men and 
women, In actual age, they are. But with the Air Line now in its tenth year, 


there are many who fully qualify as veterans in experience and who have helped 


build Canadian aviation from its inception. 
To the members of the staff, the Directors extend their appreciation of 
service loyally given and valuable work well done. 


The Cuarrman: Do you wish to make any other statement before the 
committee proceeds to question you? 


Mr. Syminaton: Just as the committee likes. Naturally I am rather full 
of things after the difficult year, but perhaps it can arise best by questioning 
on the figures. 


Mr. JAcKMAN: The results of the year are very disappointing, and on behalf 
of the irate citizen shareholders may I ask Mr. Symington what about it? 


Mr. Symincron: Yes, sir, I would be very glad if you would. 
Right Hon. Mr. Howe: Are you the representative of the irate citizens? 
Mr. JaAcKMAN: That is our bounden duty, Mr. Minister. 


Mr. Symineron: The committee will remember that last year I told them 
this was going to be a very difficult financial year. It has been a very difficult 
one, even more difficult than I anticipated. 

The primary difficulty arose from the fact that we did not get our aircraft 
in time for the peak loading months of the year. We had trained not only pilots 
but a whole maintenance staff and ticketing staff for the new operations. In an 
air line it is a major operation to switch from one particular aircraft to another. 
The switch which was made of necessity from the Lockheed to the Douglas 
caused a great deal of necessary expense to the air line. We did it anticipating 
that we would have planes ready for the peak months. Our judgment was 
wrong. We did not get the planes until late in the summer when the peak was 
over. 

In addition to that we had certain men in training longer and earning no 
money than we would have had had we got delivery of the planes. Expenses, 
as you see, increased very materially, but although the cash showing is not good 
I would point out that we are depreciating the DC-3’s in three years. That we 
consider essential and wise because of the quick changing character of airplane 
developments. 

The committee will remember last year it was suggested we should not have 
bought those planes. There is no plane yet, produced that compares with the 
DC-3 for two engine operation, and no plane produced which can operate in 
Canada because of the required range. There have been three planes promised for 
the last three years. None of them are yet flying in service. Had we waited 
for them we would have had no planes at all. Secondly, they are planes that 
are conceived for what we call short range operations. They are prepared for 
operations in the United States where every few hundred miles there are cities 
of a respectable size which give rise to air traffic. The result is these planes are 
devised with the idea of very fast and very heavy loading for a short distance. 
In other words, they cannot carry the gasoline to get you the range. When you 
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ee 


come to operate in Canada they are unsuitable for the Canadian operation a 
because you would have to leave off passengers to put on gas even if they had a 
the necessary tanks to carry it. | a 

The three planes have not flown in service. There have been several of 
them ordered and several orders for one of them cancelled. I believe one; «74 
according to reports, will probably be abandoned. We went into our situation 2 
with these manufacturers telling them our requirements as to range, loading, — 
etc., and gave them a chance to see whether they would build us the planes which _ 
were required for the particular type of operation in this country. While they 
were all very anxious to do business with us they said they could not provide 
us with a plane because it was a different operation from the planes they were F 
building, the market was not big enough, and they could not furnish us with ~ i 
those planes. You can understand that those planes would operate with 
efficiency when they do operate as they undoubtedly will— two of them, 
anyway,—in the east and in the inter-city business, but there they end because 
they have not got the range for further operation, 

Gentlemen, you cannot operate an air line with any sort of efficiency or 
economy with a whole lot of different kinds of airplanes. You have to have 
different maintenance crews, different pilot training and there is a complete 
lack of flexibility if you operate with different kinds of planes. You have to. 4 
have very large stores inventories, spare parts, etc., so that the aim and object 
of all air lines is to operate types of the same character. The types which we 
operate are Douglas types. The DC-3 was the greatest improvement in 
airplanes when it came in that had been made. It is still by far the airplane 
most used, and the Douglas company have had to restore what they expected 
to have abandoned, namely the manufacture of spare parts for Douglas DC-3 
craft. | x 

The DC-3 craft has a disadvantage so far as Canada is concerned. It cannot _ ‘ 
go over the mountains with one engine. Therefore we are forced to run a 
different type of aircraft from Calgary or Lethbridge to Vancouver. That is not 
a particularly desirable operation, but until a two engine aircraft is designed 
which can do it, or until we adopt, as we will probably have to, four engine 
aircraft that operation is an operation which is costly and difficult because 
you bring ten or fourteen passengers in good weather across the mountains 
to fill a 21 passenger plane. You take from a 21 passenger plane into a 
14 passenger plane your passengers who are going to Vancouver, all of which 
creates some difficulties and disturbances. | 

The cause of some of the expenses you will see in our tremendously increased 
non-revenue mileage. The non-revenue plane miles flown were 1,702,293, as 
opposed to 1,040,152 last year. 

Mr. Hazen: What page is that? 


Mr. Symineton: That is on page 14 at the bottom of the page, statistical 
data. That is the effect of the training of the larger body of personnel which 


was required for the larger number of planes we had, and the changing character aT 


of the planes which we had and, of course, cost us a great deal of money. 

I have taken off what I consider abnormal expenses under the operating 
conditions under which we operated in 1946. Aircraft depreciation and insurance 
on account of the acquisition of DC-3 aircraft fleet with greater insurance 
values and a shorter depreciation period, $648,000. 


Mr. Hazen: From what page are you reading? 


Mr. Symincton: I am not reading from the report. It is from my detailed : 
figures of explanation of our revenues and expenses. It is a matter of adding up. 
If you look at that same page 14 under operating expenses you will see flight 
equipment depreciation, $1,388,635 as opposed to $785,000. - 


Mr. Hazen: Is that page 14? 
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Mr. SyMincrTon: Yes, under operating expenses, the third item. There are 
other depreciation items, of course, but that is the main one. 


Mr. Hazen: I think there is an item of insurance some place, too, that 
you referred to? 


Mr. Syminoton: Yes, there is. 
Mr. Hazen: I do not know where it is now but I saw it. 


Mr. Syminecton: That is at the top of page 15, flight equipment insurance. 
Then there were increased payroll expenses on account of increased salary 
schedules of $400,000. That is not numbers but increased salary expenses. 
There were increased training expenses due to the expansion and conversion 
of crews from Lockheed of $300,000. The total of those is $1,348,000. 

Mr. Hazen: You spoke of the total of those items, that is training 
expenses, increased pay-roll— 

Mr. Symineton: Depreciation, pay-roll and training expenses. 

Mr. Hazen: I thought that the depreciation was $1,348,000? 

Mr. Symineton: No, those are the abnormal expense increases over the 
previous year—$648,000. 

Mr. Hazen: The increase? 


Mr. Symineron: What I am trying to give you is that our expenses increased 
last year $3,694,000, and I am trying to give you how those increases came 
about, and I have given you depreciation, insurance due to the acquisition of 
the new aircraft $648,000; increased pay-roll expenses by reason of wage 
increases alone, $400,000; increased training expenses due to the conversion 
and expansion of the services, $300,000, and this total of $1,848,000; administra- 
tion expense increases which were due to the expansion of the services from 
which additional revenue was, of course, earned: gasoline, oil, de-icer fluids 
were up $400,000 over the previous year. Passenger expenses, food, insurance, 
etc., were up $270,000; rents and landing fees $87,000; telephone, telegraph and 
teletype $66,000; office supplies and expenses $84,000; crew cycle and O.CS. 
travelling expénses $244,000. We had to move our crews around to familiarize 
them with all the new routes and the new aircraft upon those routes. Advertising 
and publicity, $157,000; pay-roll increase to staff, $900,000; pensions, taxes, 
$90,000; agency commissions, $24,000; miscellaneous, $24,000; or $2,346,000, 
$3,694,000 being the increased expenses over last year. 

Mr. Jackman: As some of this staff you have mentioned require training, 
what indication is there that that has been a good investment on which you will 
at least get the dollars spent back, if not something extra? I am raising that 
point because the minister said yesterday, in answer to a question by Mr. 
Maybank, that there was a certain amount of lay-off in Winnipeg at the present 
time of trained personnel. 


Mr. Symincton: What happened in the lay-off is a perfectly natural situ- 
ation in that we have a great deal of cargo space, whether for mail or otherwise, 
that at the moment is not filled, ‘but the planes are there to do the business if, 
as and when the business is to ‘be done. Now, with respect to the lay-off, what 
happened was the logical thing. The staff, for instance, for the repair services 
of the Lockheeds was a large staff because one of the weaknesses of the Lockheed 
was its thin shell which blistered and had to be changed continually. The 
Douglas is a more rugged plane and has a stiffer shell. We have practically 
no maintenance on the shell. The result was that forty to fifty men who had to 
be retained for that particular purpose are now, with the change in the type of 
aircraft, no longer required. Now, these men are good men and will come back 
into some feature of the maintenance program as and when we get enough 
business to justify the run and enough ‘frequencies to fill our capacity. Then, 
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of course, in the DC-3 conversions—apart from the conversion you get at the 
plant itself—whether you buy a new plane or not—it still has to be amended 
in many ways or changed in some ways by our own people. We test that plane; 
we make changes in it in accordance with our tests, and we had a good deal 
of trouble with the DC-3 conversion in the matter of heating and oil pressure, all 
of which called for maintenance and engineering work in our own shops. Now, 


that work is all completed and, therefore, we have laid off some men; because 


I cannot, of course, submit to any doctrine that I must hire men that I do not 
require. I think that will meet with the approval of the committee. Nonetheless 
- these men are valuable trained men and if the air line expands at all, as every- 
body expects it will, they will have their seniority and they will be the first men 
back. However, we have to get some reduction and we have been looking at our 
lists pretty hard to see where we can save a dollar here and there because I do 
not like to lose money, Mr. Jackman; that is the surest thing you know. We 
have done everything we can to see what we can do to reverse this position in 
as far as T.C.A. is concerned and which, in the figures I will give you in a moment, 
is completely general throughout the industry; and that situation is far worse 
elsewhere than it is here, in spite of the fact that I maintain that we have the 
most difficult operating conditions to contend with of any air line in the world. 
The money lost in Canada on last year’s operations as eompared with the United 
States and Great Britain, why, it is just a flea bite. Of course they are running 
larger systems, but comparing our line with a line of any similar character in 
the United States some are losing more money than we are. 

Mr. Hazen: Have you the comparable figures? 

Mr. Symineton: I have, sir. 

Mr. Jackman: How many men have been laid off recently and are they all, 
shall I say, riggers who fix up the planes or that part of the plane which you 
mentioned, the fuselage? You mentioned that there was a lot of patching to 
be done? 

Mr. Syminaton: Yes. They are mechanics; sheet metal workers. 


Mr. Maypanx: A moment ago you were using the figure of forty-odd. 
Newspaper reports referred to a couple of hundred. From the way in which you 
have explained this matter it does not look as hopeful for these men as did the 
interviews that were given out in Winnipeg. I am rather disturbed over the 
development of a pool of unemployed men. I did not intend to take this matter 
up now, but you and Mr. Jackman, between you, got into this matter and I 


decided that it should be taken up. Now, what is the figure that we ought to 


have? Is it 40-odd or 200? 

Mr. Symineron: Well, at the moment it is 200. 

Mr. Mayzank: Are all of those 200 to await, as you say, upon the develop- 
ment of traffic, or is there some other hope of their early return to employment? 
I certainly got the impression from the interviews given in Winnipeg that there 
was a greater hope than traffic development. 

Mr. Symineron: It bears on development of traffic mostly. Of course, when 
we start the four-engine operation across the country that will require a certain 
number of men to look after those planes. 

Mr. Mayspank: But it is 200 at the moment in Winnipeg. I suppose there 
are others in other places? How many? 

Mr. Symineton: At Dorval and so on. 

Mr. Maypank: How many were laid off altogether in recent days? 

Mr. Symrineton: About 300. 

Mr. Maypanx: What would be the length of employment of these men? 
Would some of them be there for a matter of weeks and some for a longer period, 
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or are they mostly men who have been there for long periods? I know their 
employment would not exceed ten years; but are they men who have been 
recently employed? — | 

Mr. Symincton: Mostly about six months. 


Mr. MAyBanxk: One of these men, according to a newspaper interview, said 
that it had been indicated to him when he was employed that he was going to 
have steady work. Is there any background to that? 


Mr. Symineton: I cannot say that. I do not know whether anybody here 
can. . 


» Mr. Mayspanx: Mr. English, I am sure, has seen what I am referring to. 
= Without recalling or even attempting to recall the person—because I do not 
.. think that matters—Mr. English, I am sure, will tell you that it was recorded 
: ~ in the newspaper that they had been assured. steady employment. Now, is there 
= any background for that? 


Mr. EncuisH: No more than w ith any other organization. The fact of the 
- matter’ is this, that most of these people—so many people are anxious to get 
employment with the T.C.A. They feel there is a future in the company. Some 
. of them have left other jobs to come to T.C.A. But there has been no guarantee 
of employment to anybody in the country. We have no such thing as a contract 
with anybody. We give nobody a guarantee of steady employment. 


Mr. Maypank: I know there is nothing like a contract, but I think that these 
people are complaining that steady employment was held out to them as a 
4 decided possibility. 

Mr. EncuisH: If that was held out to them it would be through their organiz- 
a ations and not through the company. 

Right Hon. Mr. Hows: Is it not true that in any kind of company you get 
___what the traffic needs? 

z Mr. Mayzpanx: Yes. I want to be sure that if there are fluctuations we can 
_ expect a movement the other way. 

Mr. Syminctron: The more you are able to operate your planes and the larger 
number of hours they are in the air, the ov erhauling of them is much more 
frequent and you require your maintenance men to do that. It all turns on 
4 the amount of traffic and the use of the planes. 


= Mr. Mayzanx: In this case it is a question of maintenance because we are 
‘going to operate more and that calls for more employment? 


Mr. SYMINGTON: Quite so. 


Mr. Ret: I wish to ask another question with regard to man-power. I under- 
stand that there was spent over $1,000,000 on non-revenue plane miles flown, and 
I take it that this had to do with the training of certainmen. Now, realizing that 
it costs a considerable amount of money to train personnel, is there any agree- 
ment or bond requiring these men to stay with the company for any particular 
- _ length of time? I know that when you lay a man off that is a different situation: 
~__ he can hunt around and go somewhere else and find another job; but I am think- 
ing of the expense involved in training personnel when a man may say, “I do not 
like your working conditions” or “I do not like your salary and I am going to 
work somewhere else”? | : 


Mr. Symincton: Yes, he can. We have not had any experience with men 

a leaving, but they can go. We cannot tie them in any way that I know. They 

_ __ get their training. They seem to like that type of life because we have had few 
if any who have resigned. 


Mr. Rei: I am not saying you should do this; but there should be some 


responsibility that the nationally trained person should stay on the job. 
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Mr. Symincron: We screen these people carefully ; we learn their past. 


history and what they have done; we learn all about them—their character and 


everything else is very carefully screened before they are taken on. Then when 


we take them on in the first stage of their training their habits, their thoughts 
and their methods of life are watched closely. If there is one fellow we do not 
think is going to stick why he goes out early before costing us any more expense— 
he goes out in the early time of his training rather than at a later time. I do not 
know how you can control the matter in any other way. That matter certainly 
has not caused us any trouble up to this time. 


Mr. Emmerson: I would like to ask Mr. Symington if this reduction in staff 
at various points is due to any change of location of repairing? I noticed a state- 
ment in the Saint John Telegraph the other day that some 60 men would be let 
out at Moncton because the overhaul and repair work was to be transferred 
to Dorval. 


Mr. Symineton: There is some of that. For instance, our trans-Atlantic 
overhaul will all be done at Dorval. Of course, we offer the job at the place 
where the work is to be done. We do not fire somebody there and take somebody 
on without giving the other fellow an opportunity to do the work. However, 
while this line is in the stage of development and reaching maturity there will, of 
course, be switches of that kind. It depends upon the renewing of new planes, 
and the old planes. It is like the abandonment of the 170 mile railroad shops. 
There would be concentration of work at Dorval with respect to trans-Atlantic 
flying. On the other hand, we have considerably extended our maintenance 
and repair work at Moncton and ‘at Toronto and at Vancouver, whereas it was 
nearly all done at Winnipeg before. We decentralized a good deal on that. 
‘These are the things you learn; and of course you have to have a certain number 
of frequencies in order to justify the setting up of a maintenance shop. These are 
things which turn on progress and change. You have to meet the conditions in a 
fast changing industry as they arise. I think, probably, that some of the men 
at Moncton would be offered positions at Dorval but would not want to leave and, 
therefore, a few of them—not many—-would be out. That may be possible. 

Mr. EncuisH: They would be all given the chance to move. 


Mr. Hazen: If I followed you correctly, this large deficit was due to the 


fact that you did not get the planes in time for the new operations which you — 


had in mind? 


Mr. Symineton: That contributed, but that is not entirely correct. I have 
not got through with my story. : 


Mr. Hazen: Oh, I beg your pardon. 


Mr. Symineton: I was trying to take the actual figures and show you our 
expenses and why they had increased; but as a contributing factor, a disappoint- 
ing factor, I thought it would be a different financial year—I did not expect it 
would be so difficult because we had expected these planes in the peak times of 
the year and we did not get them. 


Mr. Hazen: Perhaps I was interrupting you— 
Mr. Symincton: Not a bit. 


Mr. Hazen: With regard to the planes you referred to and which you did 
not have delivered, were they DC-3’s? 


Mr. SymMinaton: Yes, being converted. 

Mr. Hazen: Being converted by Canadair? 
Mr. SyminaTon: Yes. 

Mr. Hazen: Twenty-four of them? 


Mr. Syminaton: Twenty-seven. We bought twenty-four in one lot. We 
had a chance to get them. The original three— 
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Mr. Hazen: You got those in the United States, I think, last year. The 


twenty-four you had to reconvert? 


Mr. Symincton: Yes. 

Mr. Hazmn: Have you got these others yet? 

Mr. Symineton: Yes, we have them now. 

Mr. Hazen: When did you get delivery of them? 

Mr. Symineton: They came off the line at various times. I will try to 
give you the dates. You see, Canadair had a lot of contracts for various coun- 
tries all over the world and to do the business they had to give everybody an 
occasional plane just as they gave us an occasional plane. In July we got ten, 
in August we got five, in September we got two, in October we got five, in 
November we got one and i in December we got one more. 

Mr. Hazen: Now, with regard to the operations that you had in mind, 
the operations that you intended to use these planes for, have you got those 
new operations going now? 

Mr. SymincrTon: ‘Pretty much. We are not through expanding, because 
we have planes enough to expand. Let me give you an instance. We had anti- 


-cipated, for instance, about those twenty-one passenger planes which can be 


run more cheaply than the fourteen. 

Mr. Hazen: The DiC-3’s? 

Mr. Symineton: Yes, replacing the Lockheeds. We expected to extend them 
from Toronto to Winnipeg on May 1. We did not extend and were not able to 
extend until September 15. We had intended to extend the route to Lethbridge 
in June and we did not accomplish that until December. That means that there 
were planes with great capacity, relatively, which would have carried more 


' traffic and earned more money, and we had prepared all our internal structure 
for it. 


Mr. Hazen: Those are the two operations you had in mind for those twenty- 
four planes? 


Mr. Symineton: Well, there is the maritimes, for instance. We did not get 
the maritimes in until this year, and we had intended to put the DC-3’s in the 
maritimes last summer. 


Mr. Hazen: You are writing these DC-3’s off in three years? 

Mr. SyMINcTOoN: Yes. 

Mr. Hazen: What is the reason for that? 

Mr. Symineton: The reason for that is that the DC-3 is, as aeroplanes go, 
an old plane. It was in use a good many years. 

Mr. Hazen: Did you not tell us last year that the DC-3 was the finest two- 


-- engine plane in the world? 


Mr. Symineton: I still think it is to-day, just as I said it was last year; 
but there are other planes that have actually been built that are coming in, which, 
as a matter of performance and cost, puts the DC-8 out of business. They are 
not yet flying. They will be flying some day, no doubt, and they will reduce 


the costs and will retire the DC-3 some day. The question is whether we will 


fly them in Canada or not. That is a very great question. Nevertheless, the 
advances in the art are very great. For instance, we ourselves have been 
experimenting with a two-engine jet that would put these planes completely out 


of business. Therefore, we consider it good business, not because of depreciation 


but because of obsolescence to depreciate those planes in three years. If those 


planes do come in and you are left with much poorer ones you are going to 
_ suffer accordingly. 


Mr. Hazen: Where are these new planes being built—in the United States? 
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Mr. Symincton: In the United States—the Convair, the Martin 202 and 
the Martin 303: I never trust any manufacturer on what he says to me when 
he says he is going to do something, because those planes should have been flying 
a year ago. 

Mr. Hazen: You did not anticipate them two years ago, did you? 

Mr. Syminctron: Yes, we were following them day by day, but they would 
not have suited the Canadian situation. Here we had a chance to get twenty- 
four planes that would do the job and we bought them. 

Mr. Ret: Mr. Symington, have you anything further to say, other than | 
what has appeared in the press, regarding the loss of the T.C.A. plane recently? 

Mr. Symincton: Not a thing, sir. We know .of nothing that could have 
been done that was left undone. We do not know the cause of the accident 
and probably we never shall. It has been a very harrowing experience. 

Mr. Rut: No trace of any kind has been found of the plane? 

Mr. Symincron: No. | 

Mr. Hazen: How old was that plane which disappeared? 

Mr. SyMinaton: Five years. 

Mr. Hazen: And how much experience did the pilot in charge have? 

Mr. Symrneron: Oh, he had long experience. He had flown this same route 
continuously for 267 flights. He has been with the line a good many years. 

Mr. Jackman: I suppose the engine was replaced several times in that 
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period? | 
Mr. Syminaton: Oh, yes, a major No. 7 overhaul. You have practically a 5 
new plane. s 


Mr. JACKMAN: May I revert again to the matter of these lay-offs; 300 was — 
the total number, was it not? 

Mr. Symincron: 300. I am not saying that there will not be more; it may 
not be at the same places; but in some places there may be more. After all, 
when you try to do things too quickly you over expand a little and men are 
not required and you have to let them go. 

Mr. JACKMAN: What are the classes of employees that these figures embrace 
as well as mechanics? Are there any pilots who have been laid off up to the 
present time? 

Mr. Symincton: Well, we have stopped any more schools of pilots. We 
stopped the last training school of forty. 

Mr, JAcKMAN: You stopped the class and let them out? 

Mr. Symineton: Yes. 

Mr. JAckMAN: You have not temporarily let out any pilots? 

Mr. Symincron: No. : 7 

Mr. JAcKMAN: Does the pay of your reserve pilots, those who are not doing 
any work for you at the time, continue during the time of non-operation? I~ 
presume that you have reserve pilots, and if you have not let out any of the — 
trained and experienced pilots do they get paid even if they are not flying? 
Mr. Symrineton: Yes, they get paid the minimum. They fly fewer hours, ~ 
that is all. .. 
Mr. JAcKMAN: Do they get paid a guaranteed wage plus so much per mile 
of flying? 

Mr. Symineton: They get paid so much for a certain number of miles. 3 
Mr. JAckMAN: May I ask a question about the seasonal trend of T.C.A. 2 
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business during the year? P 
Mr. Symrncron: The best months are May to October and the worst months 
are November, February, March and January. 
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Mr. Emmerson: Is that due to weather conditions? 

Mr. Symineton: That is due to weather conditions partly. People do not 
want to travel—of course, there were the accidents in the air this winter and 
they made a great difference. If the day is cloudy people may decide not to 
fly. It gets so that the business goes up and down with the weather. 

Mr. JAcKMAN: Would you get twice as much traffic during May and October 

- as you do the balance of the year? 

: Mr. Symineron: At present, yes. Whether that will continue, I do not 
» know. We hope that our ability to go above trouble, and the better landing 
- devices which are being put in will be the answer. As a matter of fact, I should 
__. think winter is a better time to travel by air than summer except in certain 
stormy areas, but it is a matter of the public learning that is probably Just as 
safe a time to fly as any other time. : 

Mr. JacKMAN: What have you done about fares? 

Mr. Symrnctron: Fares have been increased on April Ist by 10 per cent 
both in the United States and Canada. 

Mr. Jackman: April 1, 1947? 

Mr. SYMINGTON: Yes. 

Mr. Nicuoigson: Discounts on credit cards are off, too? 

Mr. SyMINGTON: Yes. , 

Mr. NicHotson: The 10 per cent is in addition to that, is it? 

Mr. Symincton: With the discounts being off and the shorter distances it 
amounts to about a 10 per cent increase over all. Every specific one may not 
be 10 per cent, but over all it is about 10 per cent. 

Mr, Rew: You may have explained this, but what development is going on 

at Goose Bay, Labrador? I see that you have gone into the hotel business there, 
and that you are operating a flight which is for personnel and contractors. 
That must cost considerable money. 

Mr. Symincron: There is a big operation there militarily. Of course, it is 
on the great circle, and foreign air lines and American air lines land there, some 
by choice and some if Gander is out, but it is being used quite a lot by com- 
mercial air lines. , : 

e Right Hon. Mr. Howe: There is a community of about 4,000 or 5,000 people 
that has to be served. gs 


Mr. Rew: I am wondering if it was incumbent upon T.C.A. to go into the 
international hotel business and operate a hotel there? 


a Mr. Symincton: What happened in this case was that it was a pure matter 

of saving money. For instance, at Gander we all joined in and it is run by 
; Newfoundland. All the air lines contribute so much at Gander, At Goose 
Bay there was nothing but Canada and the other air lines said to us, “This is a 
rotten situation here; something has got to be done about it. It is in your 
territory.” That is what the members of IATA, the International Air Trans- 
port Association, said to us. The department felt as we had some experience 
in feeding passengers, and so on, that we should take one of these buildings and 
be prepared to give meals to a passenger plane when it comes down there. We 
are guaranteed against any loss by the department. 


Mr. Ret: It probably should not be chargeable to T.C.A. at all? 


Mr. Symincton: It is not a service we are looking for particularly, but in 
the joint. interest somebody had to do it, and as we are guaranteed against any 
~ loss in it in the international picture we decided it was up to us. 
Mr. Rem: Is it a large hotel that was built there? 


Right Hon. Mr. Hows: It is an old building. 
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Mr. Symineton: Just an old building. 

Mr. Hazen: Who guarantees the loss? 

Right Hon. Mr. Hown: The International Air Transport Association. | 

Mr. JAcKMAN: What was the load factor last year compared with previous 
years? 

Mr. Symineron: 76 against 84. 

Mr. Nicuouson: For several years a flight between Toronto, Sault Ste. 
Marie, Port Arthur and Winnipeg has been promised. I see it is definitely 
promised for 1947. Have you any idea when that service will commence? 

Mr. Symincron: Again I should like to see everything signed on the dotted 
line before I make an announcement. I may say I have had an announcement 
which my people have wanted to make for some time that it would start on 
July Ist. I am pleased to say I think it will. In these matters of external 
affairs international negotiations seem to be unending. As you know we had 
to negotiate for the right to land at Kinross Field, which was an American field 
on which there seems to have been some dispute between the state and the 


military and the civil aviation departments in Washington. In addition to 


that we wanted an emergency field near Houghton in the peninsula of Michigan, 
and we had to make an agreement with the United States. Agreements have 
been signed. I am told by Mr. English this morning that at Kinross everything 
is ready now except a marker which Mr. Howe has promised to rig up for us, 
and I think an announcement will definitely come that it will start on July Ist. 


Mr. NicHotson: How about the service between Winnipeg, Saskatoon and 
Edmonton? 


\ 
Mr. Syminatron: Perhaps Commander Edwards can tell us when the 


Saskatoon air field will be ready. We have been waiting for that for quitea 


time. We want to run that one. 
Mr. Nicuouson: Is it proposed to include Yorkton on that service? 


Mr. Symincton: No, Yorkton is not on the line now, not to start with, - 


anyway. 

Mr. Nicwouson: And it is proposed to give service to Medicine Hat and 
Swift Current? 

Mr. Syminoron: We are going to stop our regular two engine operation at 
both Swift Current and Medicine Hat starting the Ist of July. 

Mr. NicHotson: Are Brandon and Portage on that? 

Mr. Symincton: Brandon is on it but there has got to be a little lengthen- 
ing of the field. Then it will be on it. 

Mr. NicHotson: How about Moose Jaw? 

Mr. Symineron: No, it is too close to Regina and Swift Current. You 
cannot put planes up and down too continuously. You can motor in. 
Mr. Retp: My question has to do with the Trans-Atlantic service. Do 
the Trans-Atlantic flights pay? 

Mr. Symineton: I will tell you about that a little later at the end of 
the year. I sincerely hope it will pay. It has not paid on the American lines 
as yet. As you know we have constructed or helped to construct a plane that 
we ‘think is better surted for that operation and for the potential ane eye 
any other. 

Mr. Rem: Why were the rates reduced? 

Mr. Symineton: The rates were reduced because the majority of the air 
lines wanted them reduced. They said they were too high. This reduction 


was approved by the various boards of the various countries. Personally I 


would not have reduced them, but perhaps I am wrong. Perhaps they were 
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too high to induce traffic but, at any rate, we are members of an organization 
where the majority took that view and they were accordingly reduced. I may 
say the operation is going very well. We carry full loads westbound and very 
good loads eastbound. In fact, we are reserved up to almost the end of the 
year westbound. 

Mr. Maysanx: What is the percentage eastbound? 

Mr. Symrincton: It runs this way. Some days there will be a full list, 
and perhaps the next day there will only be seven or eight. It varies a bit, 
but it is better than we expected. We have not really gone after it very hard 
yet, but we are educating the people as fast as we can. 

Mr. Rem: You are still landing at Prestwick? 

Mr. Symineton: Oh yes, we land at Prestwick. 

Mr. JAcKMAN: Did the reduction of the Trans-Atlantic rates stimulate 
traffic at all? 

Mr. Symincron: It is hard to tell so far as we are concerned because we 
only. had 10 seats in the old planes, and we did not lower the rates until we 
brought these new planes in. Whether or not it has increased I do not know. 
Traffic last year from United States points was bad eastbound, particularly 
following the crashes they had. It is coming up and is surprisingly good now, 
about the same condition as here. When the weather is good their people seem 
to want to travel. 

Mr. NicHouson: When eastbound passengers buy a return ticket what 
do you do about westbound passengers? 

Mr. SymMincTron: We give them a westbound reservation. 

Mr. NicHoutson: At what period? 

Mr. Symincton: They have got to name the time. 

Mr. JackMAN: But you guarantee it? | 

Mr. Symincton: Yes, we cannot take people over there and leave them 
there. 

Mr. Hazen: Is T.C.A. operating its own Trans-Atlantic service now? 

Mr. Symineton: Now it is. 

Mr. Hazen: When did it start? : 

Mr. Syminetron: We put on the new planes on April 15th. Either that 
date or May 1st will probably be the starting date, but Trans-Canada Atlantic 
Limited is now operating the North Atlantic service and not the government. 

Mr. Emmerson: What type of plane? 

Mr. Symincton: A plane that is called the DC-4 M-1. 

Right Hon. Mr. Howe: Do not call it that. Call it the North Star. 

- Mr. Symineton: It is a plane built by Canadair in Canada for the purpose. 
It is our four engine plane. 

Mr. Emmerson: You are getting sufficient deliveries of that plane? 

Mr. Symincton: We have got deliveries of the first type of it. The final 
plane we will not get until July. | 

Mr. NicHotson: How many of them have you in the Atlantic service? 

Mr. Symincton: We have four in the Atlantic service now. 

Mr. Maypank: North Star is the name of the type that Mr. Howe and 
others came across Canada in a while ago? 

Right Hon. Mr. Howe: That was the prototype. 

Mr. Maysank: ‘That was the prototype? 

Mr. Symincton: Yes. 

Mr. Maypanx: I had the idea at that time you were aiming at the use 
of that across country? 
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~ Mr. Symincton: Weare. One of the things in the planning of it was that 

it was useful for the North Atlantic and for across Canada to have as far as — 
possible the same equipment. It gives us greater flexibility to keep them in > 
the air longer. 

Mr. Mayspank: You will have North Star in use across Canada? 

Mr. SyMINGTON: Yes. 

Mr. NicHotson: No trouble about crossmg the mountains with it? 

Mr. Symineton: No. That plane will go 25,000 feet on three engines and 
it: will go up to 28,000 on four engines. 

Mr. Rew: I wonder if the minister would care to say something about the 
Sea Island airport. I have in mind if that change is made that probably it 
will cost T.C.A. more if that airport goes back to the city. 

Right Hon. Mr. Howe: No, the rates are fixed. We have gradually worked 
out a new scale of rates for all ‘airports on which we hope to standardize. 

Mr. Rem: The government still owns the Sea Island airport under an agree- 
ment with the city of Vancouver? 


Right Hon. Mr. Hows: No, the present situation is that the city is operating 
at our expense which is a very unsatisfactory arrangement to us. 


Mr. Hazen: What did these four DC-4 M-1’s cost? 
Mr. Symincton: They cost $660,000 apiece. 


Mr. Hazen: If I may revert to the DC-3, I think it was, that disappeared 
last April on the Pacific coast, what was the value of it? 


Mr. Symineton: Which? 
Mr. Hazen: Was it not a DC-3 which disappeared? 
Mr. Symincton: That was a Lodestar. 
Mr. Hazen: What value did you place on that machine? 
Mr. Syminoton: It was depreciated down to nothing, three or four thousand 
dollars. It was a five year old machine that was depreciated out. 
Mr. JAckKMAN: How did the load factor of 76 of the T.C.A. compare with 
transcontinental lines in the United States or comparable lines? 


Mr. Symincton: I would think it is a httle below, but I am not sure. I 
have some notes here on that. They have had the same experience. I cannot 
give you the exact figures. Perhaps I can. The average for United States air 
lines was 81-7 per cent, and that varied from 73 up to 86. They have had the 
same experience as we have. Capacity was greatly increased and the load 
factor did not keep up with the increased capacity. Of course, that is the 
difference between profit and loss. I gave you the November figure. The year 
end figure for the United States lines is 78-74. 


Mr. Jackman: That is for the twelve months? 


Mr. Symincton: That is for the twelve months. Here is the kind of thing 
that goes on. I have here the last issue of Aviation News which is a part of the 
bible. The heading is ‘‘Domestic air line traffic gains as operating losses mount, 
$17,000,000 deficit registered for the first two months of 1947.” Although they 
have carried upwards of 25 per cent more passengers in the first two months of 
1947 than in 1946 an unprecedented $17,000,000 operating deficit has been the | 
result. Under their system the post office is supposed to grant mail rates which 
give them a fair operating profit over all. All lines are making applications to 
the C.A.B. to increase their mail rates. Mr. Tripp, who is head of the Pan- 
American, which is considered a very great line, before a committee at Washing- . 
ton on May 5, said that Pan-American will require mail pay of $22,000,000 if 
it is to maintain its credit position. All air lines are applying for increased 
mail rates. When you come to Jook at our results, as I said, they really are not 
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quite as bad as they look although they are disappointing. We have, at any 
rate, to some extent saved the country or the government far more than our 


deficit. In other words, had we not—and I blame myself for it—made the new 
postal arrangement that we made the post office if they had paid for the miles 
run would have had to pay us $2,000,000 more last year than they did. How- 


~ ever, the agreement was changed because the post office very properly said, 


“Tf we have got to pay on mileage we are going to have some say-in how many 
miles you run.” We did not think that was the way to run an air line but, as 
a matter of fact, if we had not made that new agreement the post office would 
have had to pay us on a mileage basis $2,000,000 more last year than we were 
actually paid. Then, our insurance fund has grown by $400,000 during the 
year, and our depreciation is very large, so that by and large taking the opera- 
tion as a whole, while nobody hated a deficit more than I did—it is the first one 
—fortunately we had a surplus to meet it. The operation was much better than 
most air lines I know of in results. 

Mr. McCuuuocu: Do you carry your own insurance? 

Mr. SyMIncTon: Yes. 

Mr. Hazen: If you had got your planes when you expected them and had 
got these new lines established do you think you would have had a deficit then? 
Mr. Symrncron: I cannot say. That, of course, all depends upon how many 
people are going to travel. We think they would have travelled but we may be 
wrong. Travel was interfered with very greatly by the accidents that happened 
all over the world in the latter months of that year. We think we would have. 
I do not say we would have filled them all, but I think we certainly would have 
had a good deal better showing if we had not spent our money making training 
changes for them, and secondly if we had got the planes. 

Mr. Nrcnouson: If you had carried as much mail as you did in 1944 what 
difference would that have made even at the new rates? 

Mr. Symrncton: If we had carried as much it would have meant $470,000. 

Mr. Rein: If the postal authorities decide to carry the great bulk or all of 
their mail by air can you take care of it? 

Right Hon. Mr. Howe: That decision has not been made yet. 

Mr. Symineron: Could we take care of it? We think we can, particularly 
with the four engine aircraft coming in, and we certainly think that with the 
capacity we have now that we should be handling all the first class air mail 
that can be advanced by using the air. ) 

Mr. Nicuotson: How do you account for the falling off in the use of air 
mail in 1945 and 1946? 

Mr. Symincton: I do not know. Some people say that the pick-up and 
delivery service does not justify sending by air mail. The post office would 
not agree with that, and I am not getting into any dispute with them, but the 
fact is that people are not using air mail as much as they did. I do not know 
why. We advertise, and so on, but they are not using it as much as they did, as 
you can see from the figures. : 

Mr. JAcKMAN: How is it working out in the United States as far as air mail? 

Mr. Symrinoton: Relatively the same. 

Mr. JACKMAN: They are all down? 

Mr. Symineton: All down. 

Mr, Maypang: Falling off there, too? 

Mr. Symineron: Falling off there, too, yes. 

Mr, JAcKMAN: Their air mail postage rate is less than ours? 

Mr. Symineron: A cent less. They put it down to 5 and are putting it up 


to 6 again. When they put it down to 5 it seemed to result in an increase, but 
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apparently it did not last. At least, the post office people here tell me it did 
not last. | eee 


Mr. Nicuouson: They had it at 8 cents in the United States. When did 
they reduce it from 8 cents? . 


Mr. Symineron: They reduced it to 5 cents last year. 


Mr. JackMAN: You do not feel anything is to be gained by adjusting the 
postage rate on air mail? 3 | 

Mr. Symincton: I would not like to say that. In fact, I rather advocated 
that. In view of what I am informed about the United States perhaps I should 
not have advocated it, but I should like to have tried it. However, I do feel 
with the capacity we now have to carry mail and express that we should be 
carrying a great deal more mail than we are because a balanced load is a 
great thing in an air line. We have got so many conditions against us in Canada 
for a balanced load that we have all got to work together to get it. a 

Mr. Maypank: For the benefit of the post office I should like to say that in ze 
my experience a great deal of the air mail service from Winnipeg to here and eS 
back again over the last year and a half has been very poor. Over and over Bs 
and over again I am getting letters which have saved very little time by ' 


coming by air mail. It may be they were not posted at the right time. Maybe 
they come in here and lie around after they get here. I do not know, but 
I often feel that it would be just as well for me to drop a letter in the box to 


catch the train out of here in the neighbourhood of 10 o’clock, especially if it # 
is to a business firm in Winnipeg where delivery is more frequent than to a = 
residence. I do not know whether there is anything the post office can do - 
about that, or whether that is singular, but I have correspondents writing tome, = 
and I think they are wasting quite a little bit of money on air mail stamps. e 

Mr. Rep: It is strange that the opposite is the case to the Pacific coast. % 


Mr. Maysank: I should think that would be the case there. 
Mr. Rem: It is not unusual to post a letter on Monday morning and have 
a reply by Wednesday evening. I consider that very good service. : 
Mr. JACKMAN: May I ask how the rate paid by the post office to T.C.A. 
compares for similar distances in the United States? 
Mr. Symineton: You have asked that question each year. 

Mr. JAcKMAN: Things change so much that I want to be brought up to date. 

Mr. Symineton: It is very difficult to give an answer because some lines 
are considerably below us and other lines are considerably above us. When 
they do things over there they certainly do them properly, because they have 
been granted mail increases retroactive amounting to several millions of dollars 
in the United States in the last few months. For instance, C. and S. got 95 cents 
an airplane mile which is three times more than we get. That is Chicago and 
Southern. Pan-American have asked for $11,629,370 back pay in air mail rates. 

Mr. JAcKMAN: Is there any uniform measure, plane miles flown per hundred 
pounds, or what is the unit they are using now? 

Mr. Symineron: Some are given mileage and some are given pound miles. 
They treat each one in accordance with its necessities. 

Mr. JAckMan: You cannot make a comparison? 

Mr. Symincton: You just cannot make a comparison, but I will say that 
as to the great transcontinental lines they do carry mail cheaper than we do. 
Mr. JAckMAN: That is on a basis of plane miles flown? 
Mr. Symineton: They carry mail cheaper than we do no matter what the 

basis is. 3 
Mr. JackMAN: What is their unit? 
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Mr. Symincton: They carry on the same basis we do, a pound mile basis, 
except they have a minimum. 

Mr. Nicuotson: I notice in connection with the Trans-Atlantic service 
no scheduled flights were cancelled during the year. That would appear to be a 
very good record. How long have you been able to maintain that sort of record? 

Mr. Symineron: That was quite an extraordinary service, speaking of 1946. 
Mind you, they did not all arrive on time, but they were not cancelled. It was 
a very flexible service whether we went by Iceland or by the Azores or whether 
we came straight across. That plane, as opposed to most of the planes, has 
very great altitude performance, just as our new plane has. It was able to get 
over trouble. It was an expensive plane to fly, of course, being a military plane, 
but its performance was really remarkable. In fact, it was the performance 
of that particular engine that attracted our attention to what eventually evolved 
into the North Star. 

Mr. Rew: Having travelled over the route more by land than by air, 1s it 
only 281 miles from Regina to Vancouver? 

Mr. Mayspank: Where did you get that? 

Mr. Rein: That is on page &. 

Mr. Maysank: Maybe that is Regina, British Columbia. 

Right Hon. Mr. Hown: That is the extra mileage beyond Calgary. 

Mr. Symrncton: The ordinary run is from Regina and Lethbridge, and we 
put in one from Calgary. It is badly expressed but I think that is the distance— 

Mr. Epwarps: It is the extra distance added. 

Mr. Symineron: Added on going by Calgary. 

Mr. Rew: I notice that the interest on the capital invested was $230,000 
in 1945 and nothing in 1946. 

Mr, SymincTon: I will explain that to you. It does look rather funny. It was 
a rather funny operation. Under the original T.C.A. Act we had a guaranteed 
mail rate, and there was a clause which said that the interest on the money which 
the railroad advanced to the air lines was to be paid as an operating expense. 
In the changing of the Act the guarantee went out. The C.N.R. was the only 
shareholder, and that clause with respect to making interest payable as an 
operating expense went out. The only way we could pay that interest was by 
declaring a dividend. That advanced us no money. It is purely a stock holding, 
so we had to pay them their interest by way of a dividend. We declared a 
dividend of $158,000 which was the actual interest on the money they had in stock. 

Mr. JAckMAN: You are not afraid of going to jail for declaring that dividend 
on last year’s results? ; 

Mr. Symrneron: I do not think so. We had an earned surplus. 

Mr. Ret: I see that you say in your report that passengers carried increased 
by 67 per cent. Why would the percentage of passenger occupancy drop down? 

Mr. Symington: Because we had more than twice the seats. We put on 
these larger planes and there were more frequencies. 

Mr. Emerson: If the percentage of occupancy had remained at 83 instead 
of dropping down to 76 what would have been the financial results? 

Mr. Symincton: Oh, we would have made money. It is the top layer 
that counts. : 

Mr. Jackman: As to that dividend why did you want to pay that dividend 
when your working capital position is so adverse? 

Mr. Symincron: I do not see any reason why the Canadian National Rail- 
ways should furnish us money for nothing. It was a perfectly proper and legal 
thing to do so I did.it. Whether or not we have got to get the Act changed I 
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do not know, but I do not think I want to present a statement to you or the s 
country of the operations of this line if it is tied to a sacrifice by the Canadian ~ 
National Railways financially because to my mind it would not be frank state- — 


ment. I have told you we paid the railway interest upon the money that they 
have in this line at the rate which it cost them, and therefore they are not the 
loser, and it was to provide a better statement. 


Mr. JackMAN: With current assets at $4,365,000-odd and current liabilities — 


at $5,475,000-odd, it is a little hard to understand, judging by what private 
business would have done, why you paid money out to your shareholders. 

Mr. Symineton: The current liabilities are largely accounts payable on 
capital account. At any rate, I did it, Mr. Jackman, and I think it was the 
right thing to do; and if you find me a surplus next year, of course, we can do 
it again. 

_ Mr. Maypanx: And about this criminal charge which has been suggested, 
I suppose you can defend yourself on that? 

Mr. JAcKMAN: I did not say there was a criminal charge. 

Mr. Symineron: If you have an earned surplus you can pay a dividend. 
It may not be wise; but I agree— | 

Mr. Jackman: I would think it would be unwise to pay it out. In fact, 
must you not balance your current assets against your current liabilities calling 
for a further subscription on capital stock? 

Mr. Symineton: Absolutely. 

Mr. JAcKMAN: I do not want to interject politics into this, but it seems to 
me that you are paying out a dividend which sound ordinary business prudence, 
in my humble judgment, would indicate you should not have done, and then you 
would have turned around, on the other hand, and asked for an appropriation to 
put in more money on capital account. 

Mr. Symincton: Yes. It is not for the purpose of paying dividends, but for 
capital account. 

Mr. JackMAN: You would have to ask for much less money. 

Mr. Symrneton: No, I would not have done that. 

Mr. Jackman: If you had been running this as an ordinary business con- 
cern, without the public coming into it, or the government, would you have paid 
the dividend? 

Mr. Symincton: I might have; but naturally what I would have done was 
not use all my money to buy capital equipment; I would have borrowed money 
at the bank. 


Mr. JAckMAN: Then you certainly would not have paid a dividend because _ 


the bank would not have let you have the money. 

Mr. Symincton: I would have paid interest upon the money invested. This 
change took place in the middle of the year and the Canadian National Railways 
had put up $5,000,000-odd or whatever it was, and they got interest at 3 per cent 
on that money from Trans-Canada Air Lines. . 

Mr. Reip: Have you any intention of going into the Pacific with air flights? 

Mr. Syminetron: You mean to Australia? 

Mr. Ret: Yes. 

Mr. Syminaton: Yes, it is going on. It all depends upon when we get our 
new planes. As far as I know the idea of running parallel operations with 
Australia will be carried out. That is as far as I know as an operator; I do not 
know about the policy. I have no reason to doubt that. 

Mr. Mayank: I was wondering whether we might be able to complete this 
morning rather than to go on with another meeting. Wehave gone over this 
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statement about as fully as we can, and I would like to move the adoption of 
_ the report. 


Mr. JackMAN: It is a litttle early, Mr. Maybank. The total miles flown 
last year increased 39 per cent, yet your operating revenues increased 22 per 
cent. You have given us an explanation, but how does one explain these figures? 
Your mileage flown increased 39 per cent over the previous year. 


Mr. Symincton: I will give you the answer. Our revenues, except mail, 
increased 44 per cent. It is all in the loss of mail revenue. 


Mr. JacKkMAN: You really cannot complain about the mail contract; the 
relations between the Post Office and the T.C.A. have not been unfair to you in 
any way? 

Mr. SYMINGTON: I do not care to comment, but if you think we have been 
geeting any of the best of it, get that out of your head, because they are tough 
dealers. Certainly there is no air line that I know that has to deal as hard as we 
have in this respect. I had the president of the Central African Railways in to 
see me the other day and we started to discuss air mail rates—there are three 
South Africans over here just now—and why, goodness gracious me, they get 
paid by the Post Office rates that would make my mouth water. We do not 
approach them and they think that their Post Office makes money out of the 
arrangement, and they only have two-cent postage. When you see, according 
to their own statement, that Pan American have to have $22,000 000 a year for 
mail to maintain their present position; when you see all the applications that 
are being made; when you see as I see here in English Hansard where they have 
had a subsidy of £10,000,000 and on February 15 for a month and a half they had 
to pay a supplementary subsidy of £810,000 for the B.O.A.C.—compare figures 
like that with what we are doing here and with the amount of money it costs us, 
good gracious this line, as I see it, has saved this country millions of dollars. 
You will find Mr. Tripp, in arguing for his international line in the United 
States last week, telling the United States government that if they did not do 
that they would have to pay $100,000,000 in subsidies. Now, we have not cost 
the government of Canada one cent up to date. I do not say that that will 
continue, but we have not cost this government one cent in the operation of 
this line for seven years. 


_ Mr. Jackman: May I ask a general question? What does the T.C.A. do, 
if anything, to help the small feeder lines? Is anything done to encourage them, 
or are they of any use to you? 


_ Mr. Symineron: T say that they all get our advice wherever we can give 
it. Certainly, our relations with them are excellent. We are the people they 
come to for advice. 


_ _ Mr. Jackman: Do you have any definite policy in regard to some of these 
independently operated small lines? 

Mr. Symincton: Nothing except to encourage and help them all we can. 
Mr. Jackman: What do you do? 


Mr. Symincton: Well, we give them advice—the most valuable thing we 
can give. We tell them how to organize a line and which are the best aircraft 
places. 
Mr. JAcKMAN: You definitely go out of your way to encourage them, do you? 
Mr. Symineton: Absolutely, yes. 


Mr. Nicuotson: On the basis of your operations for the first four months of 
1947 what would be your position at the end of the year? Is that position 
forecast? 


Mr. Symineton: I cannot forecast it. There has been a loss in the first 


three months which is levelling out now. I think we can make it up, but I do 
not know. It depends upon whether the public fill our planes. 
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Mr. Nicuouson: I thought you were rather pessimistic. 3 

Mr. Symineton: The experience of the past year and what is going on in 
other parts of the world makes us most careful about making statements about 
what will happen in the future. 

Mr. Hazen: JI am sorry. I did not hear Mr. Nicholson’s question. In the 
report of the directors of 1945 you said that until patronage on this new service 
was built up over the next few years the company will experience a difficult 
financial period. 

Mr. SYMINGTON: Quite so. 

Mr. Hazen: Your report shows that you have-had a difficult time this year— 
a large deficit. 

Mr. SyMINGcToN: Yes. 

Mr. Hazen: Now, looking ahead for next year, are you in a position to make 
any statement? The C.N.R. always submit a budget for the coming year’s 
operations. The T.C.A. has never submitted a budget. : 

Mr. Symineton: No. We show our capital expenditures, but I cannot 
prophesy. I think this year will also probably be a tough year, I do not know. 
We will wait and see. We have lots of capacity to be filled. If we fill it we are 
all right. Until we do we are going to have a difficult financial time. 

Mr. Hazen: In view of your experience this year do you propose to make any 
changes in your plans? 

Mr. Symincton: No, our plans are pretty largely completed. There are still 
things to be decided, of course, in connection with four engine operation, but we 
have got enough equipment. We want to keep them in the air. We will keep 
them in the air as long as we can get the people to give us the load factor, 
and if we can get, as we are pressing very hard to get, mail and air express. 
I think that will grow as we have more equipment. I think people will travel 
more when they know there are seats, but I would not like to prophesy at all 
what will be the financial results this year. 

Mr. Hazen: On page 6 of your report you say that more ticket offices were 
provided. 

Mr. SyMINGTON: Yes. 

Mr. Hazen: Whereabouts were they? 

Mr. Symincton: They were provided for all the new lines we opened. 
There was Chicago, Cleveland, Victoria, Seattle. Since then we have opened 
up in Boston on April 1 of this year. We opened up in Duluth. We opened up 
in Port Arthur. We had to open ticket offices in all those places. . 
Mr. JAcKMAN: Do you run those ticket offices in the United States along — 
with the C.N.R. ticket offices? 

Mr. Symineton: No. We did in New York, but they sold the’ building, and 
now we have our own offices. 

Mr. JACKMAN: Just how does T.C.A. in the United States keep clear of the 
refusal of the United States government to allow railways to operate aircraft 
companies? Do I make that plain? 

Mr. Symrineton: Yes. They look on it that the government is operating it. 
I suppose that is the answer. 

Right Hon. Mr. Howe: The answer is that by agreement between the United 
States and Canada Canadian operations in the United States come under 
Canadian law and American operations in Canada come under United States law. 
That is part of the international agreement on aviation. 

Mr. JAcKMAN: There is no difficulty, anyway. 

Right Hon. Mr. Howe: No. 
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Mr. JackMAN: You are renting air force hangars at Edmonton and Toronto. 
May I ask what the cost of those is? | 

Right Hon. Mr. Hown: There is a regular scale of hangar charges. I might 
say the Department of Transport have been stepping up their revenue from 
their airports. They put in a standard scale of hangar charges and standard 
scales of landing fees recently which all air lines pay. 


Mr. JAcKiMAN: You are the sole users of those hangers at Edmonton and 
Toronto? 


Right Hon. Mr. Hows: Certain hangars, but generally speaking hangars are 
a public facility people pay for by a standard scale of fees. 


Mr. Jackman: Is there a rental fee? I might also point out that in 


- Montreal T.C.A. acquired two large hangars previously used by the R.A.F. 


Transport Command. That service is not operating now at all? 
Mr. SyMINGTON: No. 
Mr. JAcKMAN: It was not taken over by B.O.A.C.? 
Mr. Symincton: They were built by Canada for the R.A.F.T.C. to use them. 


They were always the property of the Canadian government, all hangars at 
Dorval. 


Mr. JAackMAN: Whom did you pay, the Department of Transport? 
Mr. SymMincton: Yes. 

My. JAcKMAN: May I ask how much that was? 

Mr. EncuisH: We bought them from War Assets. 


Mr. Symineron: I can let you have that figure. We bought them from 
War Assets. 


The CuatrMAN: Are there any other questions? 
Mr. Hazun: Yes, I would like to ask one or two more questions, but it is 


1 o'clock. 


The CHAmrMAN: If the committee is agreeable we will come back at 4 
) 
o'clock, 


The committee adjourned to meet again this afternoon at 4 o’clock. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CuHairman: When we adjourned at 1 o’clock I think Mr. Hazen was 
ready to ask some questions. 


Mr. Hazen: On page 10 of the report near the foot of the page it says: 


“Service between Halifax, Saint John and Boston will begin in April, with a 
stop at Yarmouth.” 


Mr. SyMrINnectTon: Yes. 

Mr. Hazen: Was that service inaugurated? 

Mr. SYMINGTON: Yes, it started the first of April. 

Mr. Hazen: Is it daily or weekly? 

Mr. Syminoron: It is daily, two flights a day, and it also goes to Penfield. 
It stops at Yarmouth now. 7 


Mr. Hazen: Does it go from Boston to Halifax and then to Saint John or 
Boston, Yarmouth, Halifax and Saint John? 


Mr. Symincton: Boston, Penfield, Yarmouth, Halifax. 
Mr. Hazen: Does it return the same way? 
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Mr. SyMINGTON: Yes. 3 

Mr. Hazen: Halifax, Yarmouth, Penfield and Boston? 
Mr. Symincton: Yes. 
Mr. JAcKMAN: As to this proposed Bermuda line, will that be seasonal? — 
Mr. Symineron: It will have to be continuous, but there will be more 
frequencies according to the season. Of course, it largely depends on the exten- — 
sions to the other islands south. I would expect that route will run more flights — 
to Bermuda, a lesser number down through the West Indies, and a still lesser 
number perhaps on to Brazil if we go there. 

Mr. JacKMAN: When you take on a schedule like that do you have to 
undertake with an international board that you will maintain a certain schedule? 

Mr. Symincton: No, all we have to undertake is to maintain a schedule 
that will carry the people. . 

Mr. JAcKMAN: The traffic offering? 

Mr. Symincron: The traffic offering, and that is with Bermuda. It is not 
with anybody else. It is all between Bermuda and ourselves as far as that 1s 
concerned. 

Right Hon. Mr. Howe: There is one thing we have to face in these routes. 
The Montreal London service will probably pay its way, but when you get far — 
afield carrying the flag down to South America and out to Australia you have 
vot to face a subsidized operation there, at least in the early stages. 


Mr. JAcKMAN: Which flag is this? 
Right Hon. Mr. Howe: The flag of Canada. 


Mr. JAcCKMAN: Since the committee rose I had a discussion with one of the 
members from British Columbia. While I am not one to raise the question of 
lowering rates when the line is not paying he informs me that on fruits and 
flowers, especially the early season fruits, the rate on the T.C.A. from the west 
to the east is, to use his words, about three times the comparable rate in the 
United States. Have you had any experience along those lines? 

Mr. Symineton: No, I do not think we have carried any fruit. We have | 
carried lots of flowers at Easter, Mothers’ Day and that sort of thing. We are 
at the very start of our freight business. We are feeling around to see what is 
available. We are discussing it with the various merchants’ associations, 
retailers, wholesalers, and so on, trying to lay out plans which are based, of 
course, upon the capacity of the planes to carry the stuff. That depends on | 
the amount of mail and express we get, and then the cheaper commodity or 
freight. The rates have not been finally fixed. We have not any set organiza- 
tion. We are simply in the first stages of the development of that business 
which we hope will be quite material. When you compare United States rates — 
they are, of course, in a terrible state. They are absolutely ruining themselves 
because they have allowed non-scheduled organizations without number to fly 
cargo freight, and so on. One by one they are all losing the $100,000 they put 
into that. They are just going down that way, and ultimately the regular lines 
are going to do the business. In my discussions with them down there they said 
they had got into such a mess they had decided they would let nature take its 
course, and if people wanted to lose their money they would have to let them 
lose it. Of course, you are always up against charter operations, uncontrolled, — 
unscheduled operations because the standards of them, the care of them, the 
requirements and the regulations are much less stringent than they are on the 
scheduled commercial air lines. Their rates are by guess and by God. One 
man will come along and say, “I will take this plane load of strawberries for 
you for $500.” Probably it is worth $3,000. That is the way business is being 
done over there just now. We do not get into that, thank goodness. 
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Mr. JAcCKMAN: Of course, we do not allow independent operators to run on 
the main lines and carry cargo? | 


Mr. Symineton: Which? 


Mr. JAcKMAN: We do not allow independent operators even if there are 
cargoes. 


Mr. Symineton: Not on the line from Toronto to Chicago because for all 
purposes that has been given to T.C.A. under agreement, and nobody else. 


Mr. JACKMAN: Let us say from Ottawa, Toronto or Montreal to Vancouver. 
-An independent man cannot operate a cargo plane, can he? 


Mr. Symineron: No, not without getting special permission from the trans- 
port board. Of course, the facts are that there has not as yet been in Canada 
any such thing as a full cargo offering except for some lobsters which they tried 
to send to Boston—which we are dealing with now—and on which the claims 
exceeded the freight.. They have got to be alive, and whether they were delivered 
dead or arrived dead it was not a very satisfactory operation. The other is 
blueberries which is just a two or three week operation. As to across Canada 
there never has been cargo freight that I know of, and I really do not know 
where it would come from. I do not think that is the answer. I think the 
answer is a balanced load of a certain amount of freight which is surplus ton- 
nage, and therefore entitled to a lower rate after you take care of your 
passengers, mail and express. 3 
Mr. Hazen: Did you say you had carried lobsters to Boston? 


Mr. Symincron: We did not. We are studying it very hard now with them 
down there, but a Boston firm did go up and do it last year and they suffered 
very severely. They claimed, of course, that the lobsters were dead when they 
were given to them, but the shipper claims they were killed between there and 

“Boston. Apparently they sell lobsters for acceptance on delivery. They got 
down there and if one of them was dead, even though he had been dead only a 
minute, that was out. The claims were very severe. 


Mr. JacKMAN: I had a complaint from a man who said he was deplaned 
at Lethbridge, I think it was, for a cargo of Easter lilies, 

Mr. Symincron: I know the gentleman to whom you refer very well. 

Mr. Jackman: He told me he had spoken to you. 


Mr. Symincron: His main object in life is to send me telegrams in the 
middle of the night to get me out of bed to say he is at some airport or some- 
thing else. He seems to think that goes with running an air line. I wrote him 
a full explanation which was quite satisfactory to me. 


Mr. Jackman: Is it the policy of the line to deplane people for express 
shipments? 

Mr. Symincton: No, it is not the policy of the line to deplane people for 
shipments, but it is the policy of the line to do business in the most economical 
and best way to make money and not have deficits. What happened was that 

- last year when we put on an extra flight no flowers appeared. This year a 
great many flowers appeared. However, that was all right. We could take care 
of them. When we got to Lethbridge the clouds had fallen at Regina and we 
could not stop. The result was that it had to be decided whether we would 
deplane 800 or 900 or 1,000 boxes of flowers which would all perish and make 
us subject to very severe damages or would we ask four passengers to wait 
three hours for the next plane. Our men there decided to ask the passengers 
to wait. The gentleman to whom you refer is pretty hot-headed and impetuous. 
He decided not to wait and took the train to Calgary and got home three or 
four days late. The other people followed the advice and got the next plane 
and got home on time or not very much behind time. The funny thing about 
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the operation of this line—I suppose it arises out of the dul between Buble 
and private ownership but that should not interfere with the ordinary operation — 


of a line—is that some people seem to think it gives them the privilege of 
badgering me all night because I happen to be the head of a public line. Ido _ 


not see it that way. It is very annoying to have people call me up that they 
are deplaned at Ottawa, we will say. They will say, ‘All they will give me is a 


lower in Toronto. What are you going to do about it? Put on an extra car.” This — : 


is five minutes before the train leaves. I have got out of bed to do that sort 


of thing. It is very annoying and very inconsiderate, and one of the gentlemen 2 


who likes to do that is your friend. 

Mr. JAcKMAN: I am not so sure from your description it is the same man. 

Mr. Symineton: I think it is. 

Mr. JAcKMAN: Perhaps you might tell us why the C.P.R. air line seems 
to have done fairly well last year. I understand they changed a loss into a profit. - 

Mr. Symineton: I will tell you quite readily why they did it, and very 
ereditably too. They decided they would not run too many scheduled commercial 
air lines. On what few they kept they lost money. They made that money by 
charter. There was a large development in Labrador, a large development in 
the northwest territories, a big contract for mapping, and they have done 
a good job. . 

Right Hon. Mr. Hows: There was a little more to it than eee They got 
rid of the lines that required the operation of floats which are more economically — 
done by smaller operators and confined themselves to three types of airplanes, 


all on wheels. There was’a reorganization of the operation. It was made much 
more efficient, and today they have an operation that can be operated profitably. — 


Mr. JAcCKMAN: It is quite remarkable that in a year they could change 
a loss of $308,000 to a profit of $372,000 when their operating ratio is 95:3 per 
cent. It is a pretty slim margin. It is much higher than your cost. 

Mr. Symineton: The trouble with the high grade commercial air lines is 
that people have been spoiled. They want too much attention. On these planes 
that are going north you may be sitting next to a cow or anything else. It is 
all good business. It is the way it should be run. That is the kind of business 
they are running and running it very well, too. 

Mr. JAcKMAN: It seems to be quite sizeable, 6,813,000 miles in revenue 
service in 1946 as against your 12,400,000 miles? 3 

Mr. Syminoeton: Those are long trips from here to Labrador and up in 
the northwest territories. 

Mr. Murcu: Perhaps we could send them a letter of congratulations and 
get on with this. : 

Mr. JACKMAN: Pardon? I did not hear your question. 

Mr. Murcw: I did not ask a question. Perhaps we should write and 
congratulate them and get on with our own work. 

Mr. JAcKMAN: I was wondering whether or not they were extraordinarily 
capable operators. 

Mr. Symineron: They came in and looked over our show when they were 
reorganizing and spent some weeks there. I will say that to you. 

Mr. Jackman: You would think you would not have a monopoly on all 
the ideas. May I ask, Mr. Symington, about the overseas service which you 
operate for the government. I presume if you Have a profit you pay it over and 
if you have a deficit you are paid sufficient to balance the accounts. 

Mr. Symrneton: The original agreement was different from that. The 
profits were split. That will be wound up shortly now. We were ee as 
agents for the government, yes. 
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Mr. JACKMAN: What is the policy at the present time? 

Mr. Syminoton: Of course, the policy at the present time is that T.C.A. 
has taken it over as an operation. I shall ask the minister to guarantee the 
deficit on it, or the government, because I cannot see why they should not. 


I think they should on all these international routes. I cannot see any way out. 


Mr. JACKMAN: It will be a straight T.C.A. operation? 

Mr. Symineton: A straight T.C.A. operation, not a government. operation 
any more. | 

Mr. JACKMAN: That is as of a certain date shortly? 

Mr. Symineton: That is as of a certain date to be agreed upon in this 
agreement which is drafted now. 

Right Hon. Mr. Howe: It is either the first of April or the 15th of April. 

Mr. Symineton: I should think later than that. 

Right Hon. Mr. Hows: The first of May. We are just winding up the old 
operation now. We are in the process of winding it up. 
_ Mr. Jackman: You started out with a split of the profits on some agreed 
upon basis? 

Mr. SYMINGTON: Yes. 

Mr. Jackman: What have you done last year? 

Mr. SyminctTon: The accounts are now being taken. 

Right Hon. Mr. Howe: They have operated in the black. In fact, exclusive 
of depreciation of the airplanes they have operated quite substantially in black 


rary. 


Mr. Jackman: There was a 33 per cent depreciation rate. 
Mr. Symineton: These were war planes. They were not worth anything 


- to all intents and purposes. They were war planes: and the war was ended. 


Right Hon. Mr. Howm: We took whatever rate people wanted to pay 
pretty well. In the early days we carried mail, whether it was air mail or first 
class mail, for the value of the stamps. We did not have any rate with the 
post office. particularly. 

Mr. Syminetron: We did not carry passengers for part of that time. 

Right Hon. Mr. Hows: Only official passengers, and they were carried free. 
However, it was a very good operation. | 

Mr. JACKMAN: How long has it been on a commercial basis taking passengers 
at the regular rates? 

Mr. SymineTon: I forget the date. 

Mr. JAcKMAN: What I want to know is does it make money or lose money 
at the present time? 

Right Hon. Mr. Hows: It makes money on straight operating, but if you 
charge depreciation for the airplanes it loses money. It has lost money. We are 
talking in the past tense because it is not operating any more. 

Mr. Jackman: Is it not operating with North Stars now? 

Mr. Syminaton: Nothing but North Stars now. 

Right Hon. Mr. Hows: It is operating as a Trans-Canada Air Lines 
operation. 

Mr. JackMaN: It is not suggested the North Stars do not cost money? 

Mr. Syminctron: Any plane will cost money unless you get people to travel 


on it. The whole question of international travel is dependent on the potential 


traffic from a country the size of Canada. That is the whole question. All an 


, air line can do is to get the most satisfactory and cheapest operating plane they 
ean and try to ec people to travel in it. If there is enough potential traffic that 
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air line will pay. If there is not it will not pay, and as fa as I-can eaten “ 
nobody can tell. Iam much more doubtful about it than some people because 1 


do not think that the great mass of our people are air travellers. We have a 
large agricultural population. The people who travel are manufacturers large — 
and small, and certain people who want to visit who have a certain amount of 


money. The reason for the very high potential traffic in the United States — : 


is the thousands of medium. and small size manufacturing plants there are in 
that country, the officers of whom all travel by air. We are not in that position. 
Let us say we run—and I say we must run—a trip a day, and probably more. 
That is every day in the year. You cannot operate one day and not operate the 
next day. If you multiply a plane with the potential capacity of 40 by 365 days 


in a year that is over 12,000 people. Whether there are 12,000 people in Canada~ ~ 


who will travel to. the old country’ by air is something only the future can tell. 
Mr. JAcKMAN: Recent experience is it is paying its way except for 
depreciation? : 
Mr. Syminotdn: Oh no, do not go away with that idea. 


Right Hon. Mr. Hows: Hf you take planes off a war scrap heap and run 4 


them to perform a national service you do not worry very much whether they — 
pay depreciation on the planes. We have several thousands of those planes — 
around Canada today that we would sell very cheaply. 


Mr. JAckKMAN: What I am trying to get at is whether or not it is advisable — 


from a commercial point of view for the government to go into the overseas 
transport business. 


Right Hon. Mr. Hown: We can tell you better a year hence, and eae year. 
after that. 


Mr. SyMINGTON: We run them if we are told to run them. I have ae ita 


ed 


perfectly clear in this committee in other years that I thought that certainly the 


Pacific route will require a subsidy. I am sure the South American route will. 
Mr. JACKMAN: Will pay? 
Mr. Syminoton: No, will require subsidies, I am sure. 
Mr. Hazen: Before you would start to run a service to South America or 
a Pacific service would you get instructions from the dominion government to 


do it, or do the directors of T.C.A. decide on\that themselves? Where does the 
power to do that rest? 


Mr. Symineton: The-government will say to us that they have made an 


israel eS 


agreement with Australia whereby we are going to run a service to Australia _ 


under agreement with the Australian government. Their reasons may be trade, 
commonwealth, flag or anything you like. They say to us, “We want you to 
run it.” We say, “All right, we will run it.” From then on we run it, not the 
government. Do not make any mistake about that. We run it, but that is 
the relationship. Of course, policy matters as to routes of that kind are settled 
by the government. | 

Mr. Hazen: As I understand it before you run a trans-ocean service you 
get instructions from the government, to run it? @ 


Mr. Symincton: Yes, we certainly have consultations. 

Right Hon. Mr. Howe: Before you run any service. 

Mr. SyMINGTON: Yes, we have to have them approved by order in council, 
even the domestic ones, but we recommend those, of course. 

Mr. JAckMAN: I wonder if the picture could be made more clear as to your 
experience on the trans-Atlantic service. I thought the minister said that in 
recent months at least the service was paying for itself if we did not have to take 


- Into consideration depreciation at the present time, that it was very much better 
at the present time. 
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: Mr. Symineton: That is the big question. We could make a lot of money 
if it was not for the fact that we have to allow depreciation. We took over a 
lot of war planes and we spent a lot of money on them making them over so the 
engines wouldn't stop. They were built to go over and drop bombs and come 
back and then they would not be up again for three or four days. You had to 
do a considerable amount of work to turn them into dray horses who can run 
every day across the ocean, a three thousand mile hop. It required a great deal 
of work and a great deal of maintenance. And it only carried ten passengers, 
which is very different from carrying thirty or forty passengers. It only had 
ten seats. You have seen them. They were built for the dropping of bombs 
and did not lend themselves to carrying any more than ten passengers; they 
took over the mail as well. They used to carry mail over there during the war 
and they took over all the official people. But it could only take ten people 
every hop. It had a really very marvellous record. 


Mr. JAcKMAN: What I am trying to get at, and perhaps you could help 
me in my questions, is whether or not you had a regular commercial service, 
whether or not this service could operate without too great a loss or perhaps 
some profit, if you had planes on that run, the North Star type let us say; that 
is a typical commercial plane with a reasonable seating capacity? 

Mr. SyMINGTON: Yes. 

Mr. JAcKMAN: How long have you been operating that service? 

Mr. Symincton: For two weeks. We have four of them on now and we are 
running seven services a week with them. 

Mr. JACKMAN: So that service is really of no value. 

Mr. Symineton: Not very much yet. The value is that the mechanical and 
operational plan has been successful. There are not very many companies that 
undertake with four planes to run seven trips a week across a stretch of the 
most difficult piece of air operation in the world and maintain schedule, and 
that is what we are doing at the moment. 

Mr. Nicuoutson: And did you say that you had accommodation for forty 
passengers each way on those planes? 

Mr. Symincton: We don’t actually carry forty passengers on the westbound 
trip because you have to fly against a 33-mile gale on the westbound trip and 
there is no plane able to do that carrying its full quota against a continuing 
adverse wind. We will probably take from 28 to 30 passengers going west, with 
the mail and so on. 

Mr. Nicuotson: What percentage of the trans-Atlantic passenger traffic 
are you handling; do you or your officials know? 

Mr. Symineton: We have most of it to Canada. I cannot give you the 
figures betweén the United States and Europe because they have a great many 
planes and a great many frequencies and a tremendous amount of travel pro- 
portionately, population-wise, to the numbers that we have. 

Mr. NicHotson: How many trips are the American lines flying, do you 
know? 
Mr. Symrveron: The American lines must be-flving I think forty trips 
a week. 

Right Hon. Mr. Howe: More than that, I think. 

Mr. Symixeron: More than that. I have not seen the figures lately, but 
we have the Scandinavian air lines, the K.L.M—+that is the Dutch line, which 
is the best prewar line—and then there is Air France; and I am told they are 
all losing money. I have the figures here. The passengers from New York for 
the year 1946—early in the year the frequencies were not so many-—were 48,000 
out of New York and 56,000 from the continent, 

Mr. Jackman: What other lines come to Canada? 
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Mr. SYMINGTON: BOAC. is the only other one at the moment. a ie ee 
Mr. JAckKMAN: How do you go, by way of Newfoundland, or Labrador, or — 


straight across? 


Mr. Symineton: It all depends on the weather. The ordinary route may — | 


be over Goose or Gander, Prestwick, London. 

Mr. NicuHotson: How many flights a week are B.O.A.C. flying? 

Mr. Symineton: One a week now. | 

Mr. Nicuotson: How many passengers do they carry? 

Mr. Symrneton: They carry about, I don’t know how many. They only 
started a week or two ago. Their capacity is about the same as ours. They 
have a bigger plane, more seats, but westbound they are not going to carry 
any more than we are. 

Mr. JackMAN: How much do they charge for these planes? 

Mr. Symincton: $660,000. 

Mr. Jackman: And the DC-3’s cost you, what was it, $120,000? 

Mr. Syminaton: We may add some final stuff ourselves, but that is com- 
parable to the price of any other factory for that plane. 

Mr. JACKMAN: And on these reconversions how much did you have to pay 
Canadair for them? 

Mr. Symineaton: Thev varied. The first three planes they did cost us 
$130,000, perhaps a little more. : 

Mr. JAcKMAN: Each? 3 

Mr. Symineton: Each. Then the next one cost us about $120,000—that 
is a round figure. 

Mr. JAckMAN: How long have you been taking planes from Canadair; did 
you start last year? 

Mr. Symineron: The first three DC-3’s we got the year before, I think. 

Mr. Hazen: I thought you said the DC-3’s cost you $150,000? 

Mr. Symineron: That includes all our ultimate fittings and that sort of 
thing. 

Mr. Jackman: I wonder if vou could let us know just how much T.C.A. 
has paid Canadair and for what; is that figure availahle? 

Mr. Symineton: I cannot give it to from the figures. I have here. We have 
not paid them nearly as much as we owe.them because of the question of price, 
and that was not fixed until quite recently. I can get you those figures without 
any difficulty. : 

Mr. Nicnotson: How many North Stars are you taking, did you say? 

Mr. Symrnecton: Twenty. 

Mr. JAcKMAN: You-said the price was fixed only recently; I suppose there 
were certain terms of contraet on which you would buy. Have you ironed out 
all the details? | | 

Mr. Symineton: We did not iron out all the details. Nobody could give 
us a price. 

Right Hon. Mr. Howe: The operation was carried on government account 
until we could determine the price. When we could determine the price, we did. 

Mr. Jackman: It was done on government account and then they deter- 
mined the price and T.C.A. did what they were told? | : 

Mr. Symineton: No. I never went through any longer or more difficult 
negotiations than I had with them. I wanted them to continue. It was not a 
pleasant negotiation, but that is what they eventually arrived at. 

Mr. JAcKMAN: Well, I suppose I should not ask you, Mr. Symington, 
whether you paid the full cost or not. We can get that elsewhere. 
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Right Hon. Mr. Howe: If they didn’t pay the full cost, who did? 

Mr. JacKMAN: Who did? 

Right Hon. Mr. Hown: Yes. 

Mr. Jackman: I don’t know; I am asking the question. 

Right Hon. Mr. Howe: They paid the full cost. 

Mr. Symineton: I objected very strongly to their first price. They asked 
me a great deal more than that when they started. Don’t think it was easy 
at all. It was a thoroughly tough negotiation, one which lasted two or three 
weeks. 

Right Hon. Mr. Howe: They got the planes considerably cheaper than they 
could have got them anywhere else. 

Mr. Jackman: Which ones, the North Stars or the DC-3’s? 

Right Hon. Mr. Hown: The North Stars. 

Mr. Symineton: The DC-3 is a standard article and we paid a little more 
than some other people paid because our specifications and requirements were 
stiffer. , 

Right Hon. Mr. Howe: You could not get a new DC-3 at twice the price. 

Mr. Symrneron: Of course, there have been no more of them built. I don’t 
think you could. But they continually reported, when I asked the price, that 
our specifications and requirements were stiffer than any other specifications 
they had, and they reconverted those planes for nearly all the companies in the 


world. 


Mr. JackMAN: That cost of $130,000 for the DC-3’s, that would be the 
complete cost except for the alterations you made yourselves aiter delivery 
which amounted to about $20,000 a plane. You didn’t purchase those as war 
assets surplus from either the Canadian or the United States government, you 
paid $130,000 and got the planes? 

Mr. Symineton: No. We agreed with them when we made deals for these 
planes which the United States were putting up for sale and we instructed them 


to go and buy the planes and the number of planes. Our people were to try. to 


~ select the best we could, and told them where they were to fly.them up here and 


they completed them. That is what was done. 

Mr. Pouuior: Mr. Symington, I would like to ask you this. 

Mr. Symincron: Pardon me, Mr. Pouliot; sometimes this is a very bad 
room to hear in. .I am old and no doubt getting a little deaf. 


Mr. Poutior: I do not want you to repeat what has been said before, but 
will you please tell me when you expect to complete the extension of that air 


line which is to operate between Montreal, St. Jean, Quebec, Riviere du Loup, 


Mont Joli and points on the lower St. Lawrence? 
Mr. Symineton: I am afraid I will have to refer you to the department, 


_ Mr. Pouliot. I am ready and prepared to run it when they give me some fields 


to run it on. We are very anxious to get the fields down in that part of the 
country completed; I am, particularly, perhaps for, shall I say, personal or 
sentimental reasons. But the fields are not completed yet. 

Mr. Poutiot: No, but have you any idea when it will be done?’ 

Mr. Symineron: I haven’t any idea, no. 

Mr. Poutior: But it is a definite plan with T.C.A.? 

Mr. Symtneton: Oh, yes. We have submitted the plans and had them 
approved by order in council so it is a set route. | 

Mr. Pouttor: And the purpose of the route, I understand, is to give a chance 
to the older settled part of the country to have the same transportation facilities 
as the newer centres? 
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Mr. Symineton: There may be something in that, Mr. Pouliot. But to be — 
honest, and from a practical point of view I consider the population to be served 
on that combined route through these combined centres offers a chance to be 
able to run a useful air line giving service with the prospect of breaking even or 
of making some money, and I think it can do that. 


Mr. Povnior: How many air fields have been built by the Department of 
Transport? 
Mr. Symineton: For the T.C.A.? 
Mr. Poutior: Yes. 


Mr. Symineton: I do not know that they have built any particularly for 
the T.C.A. 


Mr. PouutotT: Some airports have been built and they are used afterwards 
by the T.C.A. 


Mr. Symincton: Oh yes, all over Canada. We use the airports that are 
built. 


Mr. Povtior: But you have nothing to do with the building of the airports? 
Mr. Symineton: No. 
Mr. Povuutiot: You just use them? 


Mr. Symrineron: Just use and pay for their use. We pay landing fees and 
so on for the use of airports which the government build. 


Mr. Pouutor: I should ask Mr. Howe what are the special aids given to 
municipal airports? 

Right Hon. Mr. Howe: We have no policy for assisting municipal airports, 
Mr. Pouliot. As you know, at the moment the level of employment is very high 
in the country and we do not encourage work on airports at such a time. We 
think they can be deferred until employment means more to the country than 
it does at the present time. However, we are building airports required for the 
C.P.R. and main line transport. The trouble is that we have more work than 
we can do in the season with the money we have at our disposal. This year we 
have had to expand our runways to take bigger planes. We have had to enlarge 
our airports to accommodate transatlantic services, and we have not been able 
to tackle the route of which you speak as yet. We hope that next year we may 
be in a better situation to be able to do work that is required there. ‘There are 
only one or two more airports required on the route, I believe; Riviere du Loup 
and Campbellton. | 

Mr. Pouuior: It will take much less time for you to carry your 2,000,000 
passengers than it will to carry the first one. 

Mr. Symineron: I hope so. ! 

Mr. Povnior: And that will happen when you have landing facilities and 
sufficient routes to afford some opportunity to all who desire to use T.C.A. for 
transportation. 

Mr. Symineron: I sincerely hope so, Mr. Pouliot. It is not much use 
running an air line which will give people service unless they patronize it, and 
you have to give them a chance to patronize it, otherwise they won’t know. But 
the centres of population along that route and the growth of such cities as 
Montreal, Quebec, Riviere du Loup, Mont Joli, which feeds Matane, Rimouski 
and those places down to Campbellton and across to St. John’s, I think would be 
a route which has a very fair chance to be a successful route and certainly give 
service to a lot who to-day haven’t got it. 

Mr. Poutior: It is evident that you can get a satisfactory return from 
the operation of such a line as this, Mr. Symington. What about jet planes? 
I don’t suppose you are satisfied with what you are doing at the present time. 
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Mr. Symincton: One is never satisfied in this business, Mr. Pouliot; 
because that is the trouble with it. We are considering jet planes, and when 
I say we are considering them, we are following the progress of the jets. Our 
engineers have been in consultation with the various manufacturers giving them _ 
ideas on what, if such planes are possible in this country, they would have to do 
—the flying characteristics, the climatic requirements and so on. We are always 
of necessity in touch with them. I do not anticipate there will be a Jet plane 
flying commercially for three or four years yet. At least, that is what I think. 
Mr. Povuuior: And the T.C.A. is taking advantage of research in that field? 
Mr. Symineton: Absolutely. In fact, I think probably we are the largest 
research bureau in Canada on aeronautics. ; 

Mr. Poutior: Thank you, Mr. Symington. 

Mr. Hazen: On page 8_of the report it says, “Great Lakes airway 
progressed”, 

Mr. SymincTon: Yes. 

Mr. Hazen: Have you any idea when that work will be completed? 

Mr. Symrinaron: I discussed that before lunch but I shall be glad to run 
over it again, if you wish. | 

Mr. Hazen: I am sorry, I would not ask you to do that. . 

Mr. Syminctron: I shall be very glad to. As to that Great Lakes route we 
have completed the field near Owen Sound which was part of the route. We 
had to negotiate with the United States government for the use of Kinross 
field at the Sault, and for the use of an emergency field at Houghton. These 
international negotiations take time. They have been wound up and I have 
every reason to believe that the route will be in operation by the first day of 
July. In fact, the announcement has been in my office for some time now ready 
to go out, but I have not put it out because I wanted to make sure that the 
signature was on the dotted line, that these fields were absolutely ready, because 
I hate fixing a date and not living up to it. But I have every confidence that 
it will be in by July first: . 

Mr. Hazen: Are those fields being built by the Transport Department? 

Mr. Symincton: No, they were military fields of the American government. 

Mr. Hazen: At Owen Sound? | 

Mr. Symineton: Oh, at Owen Sound? One was a field which was fixed 
up a bit. 

Mr. Hazen: Who fixed it up? | 

Mr. Syminoton: The Department of Transport. 

Mr. Hazen: It says that work began at Winnipeg, Lethbridge and Toronto 
on runway extensions. 

Mr. Symincron: Yes. That is for the purpose of permitting safe landing 
of four-engine planes with a big load. : 

Mr. Hazen: When will that work be completed? 

Mr. Symincron: I believe this spring, according to my information 
autumn, rather. 

Mr. Hazen: The Department of Transport is doing that work? 

Mr. SyMINGTON: Yes. | 

Mr. Hazen: Do you know what the cost is? 

Mr. Symineron: No; not very much, though. 

Mr. Hazen: Do you know whether any consideration has been given to the 
construction of an airport at Fredericton, New Brunswick? 
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Mr. Hazen: I am talking about Fredericton. 
Mr. Symrineton: No, I know nothing about it. | : 
Mr. Rep: I see that more ticket offices were provided. Where were those 
offices provided or established? | 
Mr. Symineron: Those were established at Chicago when we started our 


Toronto-Chicago run; at Cleveland when we started our Cleveland run; at- 


Boston when we started our Boston run; at Duluth when we started our Duluth 
run; at Seattle when we started our Seattle run; at Victoria, at Port Arthur, at 
a William—wherever a new route was started we had to have a ticket 
office. y 

Mr. Poutior: Who builds the beams; is that done by the Department of 
Transport? 

Mr. Symrineron: The Department of Transport. 

Mr. Lapointe: Mr. Symington, in answer to Mr. Pouliott’s question you were 
talking about the possibility of establishing lines down the St. Lawrence from 


Quebec to Riviere du Loup and Mont Joli, would that mean taking over the 


present C.P.R. line which travels from Montreal to Quebec and all the way 
down? : 
Mr. Symineton: I think that has been understood. That route was passed 


by an order in council some years ago as a T.C.A. route. I think Quebee Air- aid 


ways are quite willing to retire from that field because they do not make any 
money out of it. | 

Mr. Lapointe: Can it be said that that question is under active, and seri- 
ous consideration, to use the usual terminology? | 

Mr. Symineron: I do not know as to that point. All I know is that the 
order in council is passed, and I want to run the route; that is all, if the govern- 
ment will build the air field. 


Mr. Symincton: I only know what I have heard at this committee year 
after year, what I see in the papers, and what the Board of Trade writes me, — 
and so on, but there are no visible signs of a new airport at Saint John. ae re 


Mr. Lapointe: I think I can say that you would be very welcome if you did ~ 


run the route. | 
Mr. Hazen: Do you know if any steps are being taken to develop an air- 
port at Fredericton? 
e Mr. Symineton: None that I know of. I have no personal knowledge of 
at. 
Mr. Pountor: You have the planes to run that route? 
Mr. Symincton: Yes. 
Mr. Povttor: You await only accommodation provided for the company 
by the Department of Transport? 
Mr. SyMINGTON: Yes. 
Mr. Pouttor: As soon as it is completed you are ready to go on? 
Mr. SYMINGTON: Yes. : 
Mr. Pounior: Thank you. Tell me, Mr. Howe, when do you expect these 
projected expansions? | 
Right Hon. Mr. Howe: I expect a call from you, Mr. Pouliot. 


Mr. Jackman: Looking over the income account and bearing in mind the 
fact that operating revenue increased 22 per cent during the year, some items 
seem to amount to very much more than the 22 per cent and yet we find flight 
equipment maintenance $1,445,000 as compared with $1,459,000 in the previous 
year. That account is about equal. 
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~ Mr. Symineton: I will explain that. That is another reason I like the 
DC-3, and I am perfectly satisfied that this year will show a good deal better. 
The cost of maintenance of DC-3’s which will carry twenty-one passengers 1s 


less than the cost of maintenance of the Lockheeds which will carry fourteen; and 


our aircraft costs, if my investigations and information from my maintenance 
people are correct, will still improve a great deal. That shows that with a great 
many more planes our cost of maintenance is not up. 


Mr. JAcKkMAN: No; I notice the cost of maintenance is a favourable item, 
but take ground operations and you find that amounts to $3,638,000 as against 
$2,851,000. The cost varies on ground operations; we find some items that are 
very much out of line with the previous year. 


Mr, Symincton: I can answer that item by item here. 


Mr. Jackman: All I want is the general reaction of the management when 
they find that the revenues are going up 22 per cent and yet certain items are 
increasing 50 or 100 per cent? 

Mr. Symineron: I endeavoured to give the explanation this morning. I 
told you that we did spend a geod deal of money on training and a great deal of 
money on switching equipment, operating new equipment, in getting ready for 
planes that did not come on time, and that our costs are abnormally high. The 
salaries and wages on ground operations were up 386 per cent; total increases in 
wages and salaries $521,460. It reflects a 23 per cent increase in ground per- 
sonnel which reflects an expansion of the services in that 37 per cent more miles 
were flown. The route mileage was increased 22:9 per cent and passengers 
earried increased 67 per cent. Increased supervision and training, transfer of 
personnel, accommodation for employees at isolated stations—it reflects the 
expansion of the service. There are increased buildings and offices, schedules 
and rentals. Those are some of the items under ground operations. 

Mr. Jackman: What I am interested in is your reaction, as head of the 
business management of the T.C.A., when you find the various items increasing 
so much more percentage-wise than the revenue? 3 

Mr. Syminaton: My answer is that I am disturbed if I’have not got an 
answer to it; but I have. It is disturbing in a sense. One does not like to 
see these things. You cannot pay $400,000 more for wage increases and lose 
$400,000 in carrying mail, and you cannot spend $800,000 in training for an 


increased operation which will last for some years without running into times 


such as these. And I trust you took in, when I enlarged on the matter this 
morning, the losses of the American lines which have been continually thrown 
up to us, and which losses far, far exceed ours, under what I think are not as 
trying circumstances. 

Mr. JackMAN: I must say that I see some of these items going up—salaries 
and wages, passenger agents, rentals of fields, buildings, offices, $191,000 against 
$132,000— | 

Mr. Symineton: If you carry 67 per cent more passengers they are bound 
to go up. Are you not satisfied with the explanation? I do not want you to 
reject the explanation out of hand. 

Mr. Jackman: So many of these items: agency commissions, renting offices; 
passenger food services rises from $200,000 to $356,000. 

Mr. Symineron: Add 67 per cent onto that, and I say you are feeding 
67 per cent more passengers. Also, as I explained this morning, when we got 
the DC-3 planes we were able to serve hot meals instead of cold ones, which 
pleased our passengers. There is a perfectly good answer to these services. I 
would say that an expansion of 35 per cent more miles flown is a reason for 
the reflection of the 23 per cent in ground personnel. If we carry 67 per cent 
more passengers than we have ever carried before then our services must 
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which is not filled. = 


Mr. Jackman: As Mr. Pouliot suggested it costs a good deal less for the © 


Nth unit than it does for the first unit. . 
Mr. Symineron: It costs less for the Nth unit if you fill them, but you 


cannot run air lines on a hand to mouth basis. We have now practically 50 per - 


cent of our seats to fill because we have gone through the reconstruction period 
to the after-war period when people were demanding services and demanding 
seats. We had an opportunity to buy these planes and convert them and we 
did it. Now we have to go out and fill those planes; and that is your complete 
answer. If we can fill them we can make money; if we cannot fill them we 
will not make money. It is just as simple as that, apart from the fact that 
* you have got to keep your eye on everything all the time to see that nobody 
gets reckless either in life or money; and that is what air line operation requires. 

Mr. JAcKMAN: It almost comes back, it seems to me, to the very important 
consideration as to whether we are not expanding this enterprise a little faster 
than the field deserves. 

Mr. Symincton: That may be, but you cannot expand from hand to mouth 
in a rapidly changing operation of this kind. You just cannot do it. You will 
have your good years and you will have your bad years and the bad years are 
the times you will have to completely change your operation as we have been 
forced to do after several years of war. 

Right Hon. Mr. Hows: It is a matter of government policy. It-is partly our 
reconstruction plan to expand aviation to take care of returning airmen. 

Mr. Symrneton: I would not accept that as a reason; though I take the 
responsibility for the expansion because I think the expansion was required 
if we were going to run air lines. You do not have to sit and take the abuse 
that my people did because people were put off planes or could not get seats, 
and we were called a one-horse line. We got a chance to buy those planes 
and we bought them, and we are going to fill them; and in the intervening 


period, as I told you last year, the financial difficulties will be greater than ° 


other years, and I think the financial difficulties this year will probably not be 
entirely pleasing. But we are building up a service. We served 308,000 people 
this year as opposed to 150,000 the vear before. We are carrying people to 
more places all over the country and we are contributing to a new form of 
transport. If you think you can take a yard measure and measure out by inches 


eee 


inevitably go up, particularly when even then there is a great deal of capacity ; 


4 


a running operation like that, I say you just cannot do it. If you are not -, 


prepared and have not got the courage to provide facilities then you had better 
get out of business. I agree that you can overdo it: you can overdo anything. 
It is a matter of judgment, and your judgment may be wrong. But as far as 
T.C.A. is concerned, I do not think we will be very far wrong and we have not 
been very far wrong. - E 

Mr. Jackman: Would you care to express an opinion as to the rate of 
expansion of the T.C.A. as compared with a typical Transcontinental line in 
the United States in the last year? 

Mr. Symineron: Oh, we have not spent— 

Right Hon. Mr. Howe: We do not pay any attention to what they do 
in the United States. : 

Mr. Symineron: We are pikers compared to those lines. Look at their 
position: T.W.A., one line out of eighteen, lost $8,500,000; America Air Lines, 
supposed to be one of the most expert in the United States, lost $5,000,000. in 
three months. 

Mr. Nicuotson: What happened to United? 
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Mr. Symineton: United lost money, but they are good operators. They 


are more conservative than the other fellows and they did not lose so mueh. 


Mr. Nicuotson: When you considered increasing the fares was that in 
line with American policy? 

Mr. Symineron: It was not in line with it. As a matter of fact, the two 
arose without any knowledge one of the other at all. In fact, the American 
lines and ourselves had never discussed it at all. It was perfectly obvious to 
me that we could not go on paying extra costs and go through the period we 
were at the rates we were charging. It was a great relief to me when I found 
before our increase came in—which was an increase of the board; 1t was not 
an increase of anybody else—that the American lines—and it was the C.AB. 
that did it there—had advanced their rates 10 per cent. 

Mr. NicHoutson: Your rates per mile are now about the same? 

Mr. Symrineton: Pretty approximately, yes. Ours may be the odd fraction 
higher here or there, but we still give the 10 per cent return discount that they 
‘do not. Many of them do not. 

Mr. NicHotson: You were giving 15 per cent on “your credit cards? 


Mr. Symineton: We were giving 15 per cent on our credit cards. That is 
out, and I think properly. 

Mr. NicHouson: It has been out in the United States for some time? 

Mr. Symincton: Yes, it went out two or three years ago. For instance, we 
were giving that discount usually to large companies who ha id a lot of people 
travelling. They had to put up a deposit. Then the commercial travellers 
came along and they said, ‘Here, we cannot afford to do this. We have always 
had our own rates on the railways. Why should these people have a discount 
and we not have it?” Then somebody else comes along and say that they are 
a member of some organization and their people travel a good deal and why 
should they not have the 15 per cent discount. That was the experience in 


_the United States, and I think it was wise to put everybody on the same basis, 


so that the discount was discarded. 
The Cuarrman: Any other questions? 


Mr, Hazen: On page 8 vou refer to the fact that although equipment was 
scarce the first steps were taken ee the provision of instrument landing 
systems at Canadian airports. At what airports were those instrument landing 
systems installed? 


Mr. Symineton: Work has been done at Monsreal. Toronto, Winnipeg, 
Regina, Lethbridge and Vancouver. The I.LS. test installation was at Dorval. 


Mr. Hazmn: Has that proved satisfactory? 


Mr. Symincron: When you say a thing is satisfactory nothing will be 
satisfactory until you get absolutely blind landings. That is coming. 


Mr. Hazen: That is what I was going to ask about. 


Mr. Symincron: That is coming as soon as the human mind and ingenuity 
can master it, but the instrument landing system and the ground control 
approach are very great improvements over what we have had. We can come in 
now with a much lower ceiling perfectly. safely with these approach systems. It 
is not a matter of being able to do it in a month or a year. I noticed the day 
before yesterday the United States government voted $50,000,000 for these 
very things we are talking about, just pure experimental work. We keep up 
to date on it by means of IATA which, incidentally, costs us a good deal of 


~\'money because as we are here ‘we are the people who are called on for a good 
deal of expert advice and assistance. They are working on it. Everybody is 


working on it because air transport can never be complete until you get 
regularity, and you cannot have regularity until you get blind landing. 
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Mr. Hazen: You cannot make blind landings now? 

Mr. Symineron: No. , 

Mr, Hazen: You are not that far advanced? 

Mr. Symineton: Nobody can make blind landings. 

Mr. Hazen: You can make landings when the visibility is limited? 
Mr. SyMINGcTON: Yes. 

Mr. Hazen: To what extent? 

Mr. Symrneton: Taking one field as an illustration you could not come in 
under a thousand feet and now I think you can come in under a ceiling of 300 
feet. 

Mr. Hazen: Does that mean if you can see down 300 feet you can make 
your landing? 

Mr. Symincton: Yes, with this assistance. 

Mr, Hazen: Last year did you have many accidents? 

Mr. Symineton: No. 

Mr, Hazen: To what extent did you suffer damage to your planes? 

Mr. Syminecton: I have a statement on that. On February 12, at Regina, » 
an undercarriage buckled when landing, and the damage was $7,000. 

Mr. Hazen: Where was that? nae 

Mr, Symincton: Regina. The undercarriage buckled, and that was what it 
cost us to fix it up. At Moncton there was a crash landing and the plane was 
destroyed. i 

Mr. JACKMAN: A training landing? 

Mr. Syminoton: That was a training landing. 

Mr. Hazen: Did you attach any value to that plane? . 

Mr. SYMINGTON: $12,285. When I say value of the plane that was everything. 
At Moncton on October 5, the brakes failed and there was a collision with a 
building. There was $1,000 worth of damage. At Winnipeg a plane taxied off 


the runway causing $1,000 worth of damage. At Toronto on November 11 an 
undercarriage buckled and did $2,000 worth of damage. : 

Mr, Hazen: What about injuries to passengers? Were there any injuries 
suffered by passengers? 

Mr. Symincton: No injuries to passengers. 

Mr. NicHotson: Have you any statistics to indicate how safe it is to travel 
by air compared with trains, buses, and automobiles? 

Mr. Symineton: I have not that with me, but they are very much safer 
than any other form of travel today on record. The trouble is it is more or less 
a spectacle when anything happens, but you are safer travelling in the air 
than you are travelling by any other means of travel. 

Mr. Murcu: There are no statistics as to injuries as to passengers? There 
are practically none? | : 

Mr. Symineton: Oh no, practically none. 4 
Mr. Murcu: You either get there or you do not? 

Mr. Symineton: Yes, exactly go. 

Mr. NicHotson: You have not comparative figures for Canada as compared 
with other countries? 

Mr. Symineron: I have always hesitated to discuss these things, perhaps 
being a little superstitious, but our record is certainly better than or as good 
as anybody else’s. It was better than anybody else’s up to the time of this 
last unfortunate accident. I have not looked at the percentage since then, but 
before that we were above everybody in the situation. 
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Mr. JACKMAN: I still have not got it very clearly in my mind as to the 
rate of expansion here compared with the United States. 

Mr. Symineton: I think our rate of expansion is a good deal less than 
across the line. In fact I am sure it is a great deal less and properly so. There is 


‘no credit coming to us for that. It is just that conditions are greatly different. 


Mr. Hazen: Last year when this report was being considered by the com- 
mittee the Minister of Reconstruction told us that the city of Saint John was not 
satisfied with the reports of weather conditions at Clover Valley. He said the 
meteorological people were to carry on investigations. I should like to ask the 
minister if he can tell us if those investigations have been completed, and if a 
report has been received. 

Right Hon. Mr. Howe: I do not think they have been completed. I have 
not received a report recently. They have been carrying on further investigations 


_. there during the last:several months. However, we have moved over to Penfield, 
which is handy to Saint John, and we expect very good business out of Saint 


John. 
Mr. Hazmn: Is it the intention to close Blissville? 
Right Hon. Mr. Howe: Yes. : 
Mr. Reip: The longer we deal with this report the more things we think 


we see in it. Otherwise I probably would not have asked this question. On page 8 


you give the passenger revenue per revenue passenger as $26.41. Then when 
_ you turn to page 14 the operating revenue from passengers is given as $8,065,477. 


I may be wrong, but I have been multiplying 305,000 passengers by $26.41, 


__ and that gives a total of $7,986,713. I am wondering if I am correct. As I say, 


that question would not have been asked, but the longer we deal with the report 


the more things you think you see. It is a pastime of mine to do multiplication 


when I have nothing else to do. I like to dabble with these figures. 
Mr. Syminetron: Perhaps your multiplication is a little wrong. I think it is 


a question of fractions. I will have these accounting gentlemen multiply it. 


The CHatrMaNn: Are there any other questions while that answer is being 


_ prepared? We have the auditor’s report. I was in hopes we could start it. 


Mr. LockHart: How many passes were issued? That may have some 
bearing on Mr. Reid’s question. How many free passes were issued on the 


line? 


Mr. Symineron: That is here. 

Mr. Lockuart: That might have some bearing. 

Mr. Symincton: I do not think that would have any bearing. I think the 
$26.41 multiplied by the number of paid revenue passengers should give you the 
figure. You see it says passenger revenue per revenue passenger was $26.41. We 
carried some 308,000 passengers and it ought to give that figure. At least, I 
should think so. 

Mr. LockHart: How many free passes were issued? 

Mr. Symineton: I can get you that. 

Mr. McCutuocu: I would move that the report be adopted. 

Mr. Locxuart: Just a moment. . 

Mr. Symineton: There were T.C.A. employees on vacation, 3,747; depen- 
dents of T-C.A. employees on vacation, 1,665; employees of the Department of 
Transport on business, 71; courtesy flights to press, Canadian Broadcasting 
Corporation, etc., 822. That is in connection with opening lines and publicity. 
Employees of Post Office Department on business relating to air mail service, 
62; employees of other air lines, 4; dignitaries of allied governments, 10; 


~ employees of the C.N.R. on company business, 66; others consisting of deportees 
and immigration officers, 33; employees on educational flights, 8, or a total 
— of 6,500 odd. 
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The CHAIRMAN: Gentlemen, it has been moved that the tear be sdoneede 


Have you asked all the questions you wish to ask? I do not want to be put in * 
the position of cutting off discussion. It has been moved by Mr. McCulloch ~ 


that the report be adopted. 
Carried. ! 
What about the auditor’s report? We have a representative of the auditors 


here. That is on page 14 of the auditor’s report. I do not imagine it is necessary 


to read it. Have you any questions on the auditor’s report on the Trans- 
Canada Air Lines? Mr. Matthews is here if you wish to ask him any questions. 


TRANS-CANADA AIR aoe - 7 
March 15, 1947. 


The Right Honourable the Minister of Reconstruction and Supply, 

Ottawa, Canada. 
op aes 

Acting under your authority as provided in The Trans-Canada Air Lines 
Act, 1937 as amended 1945, we have audited the accounts of the Trans-Canada 
Air Lines for the year ended December 31, 1946, and we now submit, through 
you, our report to Parliament. 

The Air Lines has not been included as a constituent unit of the National 
System although 100 per cent stock ownership of the Air Lines is vested in the 
Canadian National Railway Company. 


Supplementing our Audit Certificate appended to the accounts published 


by the Air Lines, we make the following comments on the Income Account, 
Surplus Account and Balance Sheet:— 


Income Account 

Mail Revenue up to March 31, 1946 is based on plane mileage flown in 
approved mail services and thereafter on mail pound mileage in accordance 
with the revised Trans-Canada Mail Contract. 

The Deficit amounting to $1,115,000 for the year 1946 is summarized 
hereunder :— 


Surplus after.making provision for the sae expenses of 


operation but before Depreciation. =, 2.22 ..4 32.0%. $ 399,000 
Leese: Depreciation oo ee re ee eee 1,514,000 
Weéfierbe sore ote Ryn gee ee Ter $ 1,115 000 


The Deficit in 1946 is before providing for the 3 per cent charge on the 
Capital furnished to the Air Lines by the National System which Tage been 
treated as a Dividend Appropriation of Surplus. In 1945 the 5 per cent charge 


by way of Interest was made through the Income Account. The change in’ 


procedure in 1946 arises out of the 1945 amendments to the 1937 Act. 

The general expenses of operation largely consisting of wages and materials 

include the following items, reference to which mav be of interest:— 

(a) Personnel Training Costs arising out of the. program of air service 
expansion in Canada and to the United States together with any 
training costs which may be applicable to Atlantic Overseas operations; 

(b) Administrative Charges by Canadian National Railways; 


(c) Rentals of Landing Fields, Hangars and other Buildings, Airport. 


Offices, etc.; 
(d) Pensions generis 
(i) Company’s portion of accruals under the Air Lines 1943 Plan, and 


(441) Company’s portion of accruals for transferred employees remaining 
under the C.N.R. 1935 Plan; 


rd 


vitae 
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(e) Insurance Premiums on risks carried both by the Insurance Fund and 
Outside Underwriters, and 

(f) General Taxes covering principally Dominion Unemployment Insurance 
and Municipal Taxes. 


The costs of completed Personnel Training and pro rata portions of Admin- 
istrative and General Overhead applicable to the Atlantic Overseas operations 
are credited to Gross Revenue and charged to the “Canadian Government 
Trans-Atlantic Air Service”. 

Administrative Charges made by Canadian National Railways do not 
include any amount for the services of the President and Directors of the 


_ Air Lines who continue to act in such capacities without remuneration. 


Rentals of Landing Fields, based broadly on the number of operating 
schedules, are paid to the owners and operators of the various airports used by 
T.C.A. in Canada and abroad. Rentals of Hangars and other Buildings, Airport 
Offices etc. are paid to the same agencies in those cases where the T.C.A. 
has not constructed such facilities. 

‘Depreciation of Lockheed Flying Equipment is based on estimated “service 
year” life for air-frames and “flying hour” life for engines, propellers and hubs. 
Depreciation of Douglas DC-3 Flying Equipment and all Ground Facilities is 
based on the estimated “service year” life. In the establishment of depreciation 
rates for air operations the factor of obsolescence is taken into account and such 
rates are amended from time to time to conform, as far as practicable, to actual 
experience. 

We have received the customary certificates from the responsible officers 
of the Air Lines relating to current maintenance and physical retirements of 
Capital Assets. 

The Deficit of $1,115,000 compares with a Surplus of $263,000 in 1945 as 
adjusted to the current accounting basis in respect of dividends. An important 
factor in this change in results was the decline in mail pound mileage which is 
the basis of Mail Revenue from the 1st April, 1946, under the terms of the 
revised Trans-Canada Mail Contract, notwithstanding the increase in miles 
flown with revenue mail. 


Surplus Account 


mes 


The Surplus decreased $1,270,000 as a result of the Deficit and the Approp- 
riation for Dividends in 1946. 


Balance Sheet 

Accounts Receivable and Payable of all classifications have been tested 
by us with the subsidiary and controlling records, cash and other transactions 
subsequent to the year end, departmental files and general supporting informa- 
tion but such Accounts have not been verified by direct communication with the 
individual Debtors and Creditors. 

A physical inventory of Material and Supplies was taken in the main as 
at the 26th October, 1946, and in connection therewith we have received cer- 
tificates from the responsible officers to the effect that the quantities were 
determined by actual count, weight or measurement or by conservative estimate 
where actual count, weight or measurement was impracticable. Material and 
Supplies at the 31st December, 1946, as represented by the ledger balances, 
are carried on the basis of laid down cost for new material and estimated 
utility or sales value for usable second-hand, obsolete and scrap materials after 
making reasonable pricing allowances for condition thereof. 

Current Assets show a ratio of 0:8 to 1 of Current Liabilities. The Working 


Capital position of the Air Lines is presently maintained under conditions 


similar to those prevailing in privately owned enterprises financed only by way 
of Share Capital and Cash from Depreciation and Net Surpluses. 
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The Deferred Charge for Research and Development Expense 1s composed — 
of engineering and other staff costs, shop work etc. held in suspense mainly in — 
connection with the manufacture of the DC-4 “North Star” aircraft. Section 15 
of the agreement dated the 11th June, 1945, between His Majesty and the Air 
Lines as agent-operator of the “Canadian Government Trans-Atlantic Air Ser- 
vice” provides, inter alia, that in any year in which a Surplus is earned by the 
Service the Air Lines is to be paid one-half thereof to be used by it as a reserve 
to provide funds to meet Research and Development Expense from time to time 
in connection with new and additional international services. No financial 
settlement has as yet been determined upon in respect of the aforementioned 
contractual provision. 

The Insurance Fund is composed of Dominion of Canada securities together 
with Cash. and sundry current assets. The year-end market value of the 
securities exceeded the book figure based on cost. We would again make mention 
of the fact that the risk coverage presently includes, inter alia, 100 per cent 
Passenger Liability and Damage to the Property of Others in respect of the 
twin-engine equipment. The Fund increased $405,000 during the year. 

Investments in Property and Equipment are carried on the general basis of 
cost. During the year 1946 the Additions and Betterments less Retirements and 
Sales amounted to $5,619,000, the principal expenditures being for the purchase 
of twenty-four DC-3 aircraft. 

Accrued Depreciation covers the period from the inception of operations 
in 1937 to 1946. The Reserve increased $1,596,000 during the year. 

The Insurance Reserve, which includes the amount set aside for unadjusted 
loss claims at the date of the Balance Sheet, increased $405,000 during the year. 

The Inventory Reserve relates to the potential loss on surplus stores based 
on the presently estimated service life of the Lockheed aircraft. During the year 
the Reserve was reduced $95,000 through concurrent credits to Accrued Depre- 
ciation as a result of the capitalizing of spare parts. ; 

The amount of the Paid-Up Capital Stock was increased by $2,000,000 in 
order to finance a portion of the Capital Expenditure program in 1946. 

Surplus covers the years 1940 to 1946 inclusive. 

The Major Contingent Liabilities of the Air Lines are relative to any under- 
takings for the purchase of additional Equipment and general operating materials. 

In respect of Pension Plans, it should be noted that:— 


(a) Under the Air Lines 1943 Plan, which is maintained on an accrual 
basis, the joint cash contributions by the Company and employees 
presently in service are invested through the separately administered 
Pension Trust Fund, the accounts of which are not included with those 
of the Air Lines. The assets of the separate Pension Trust Fund 
amounting to $1,463,000 are in the form of Dominion of Canada 
securities together with Cash and sundry current assets. The year-end 

- market value of the securities exceeded the book figure based on cost. 

(b) The contributions by transferred employees presently in service, who 
have elected to remain under the C.N.R. 1935 Plan, are invested through 
the separately administered Pension Trust Fund under that Plan, the 
accruals for which the Company is liable in respect of transferred 
employees being paid to the Canadian National Railways. 


Where foreign currencies are involved, the Balance Sheet accounts of the 
Air Lines are stated in Canadian Funds converted at the par of exchange. 


The test audit of the Air Lines for the year 1946 was similar in scope to 
that of the National System previously outlined in this report. 


The amounts shown throughout this Report are to the nearest thousand 
dollars. 
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Mr. Jackman: Mr. Symington, would it be your opinion as an operator 
that you should charge less depreciation, based on your experience? 

Mr. Symincton: No, it would not. We find on the planes we are now 
selling we do not get very much for them. 


Mr. JACKMAN: You are on 82 per cent per* year? 


Mr. Symincron: No, no. That is on these second-hand “planes which 
were reconditioned, and all that sort of thing. 


Mr. Jackman: There is a five-year life on the new ones? 

Mr. Symineton: Oh yes, six. 

Right Hon. Mr. Hown: The Americans are charging seven. 

Mr. Symineton: These North Star planes will be depreciated on a six-year 
basis. I do not think you will have anything better to replace them or anything 
better in the air until jet comes, and I doubt if that will come. 

The CuatrmMan: Any questions on the auditor’s report? 

Mr. JAcKMAN: We might ask the auditor to direct the committee’s attention 
to anything particular in his report. I notice he mentions the surplus account 
being decreased $1,270,000 as a result of the deficit and the appropriation for 
dividends in 1946. If he wishes to make any statement I think he should do 
so to the committee. 

The CHarrMan: ‘Do you wish to make a statement, Mr. Matthews, on 
what Mr. Jackman has said? Mr. Jackman, would you put your question 
‘again to Mr. Matthews? 


Mr. JAckMAN: Yes. I asked Mr. Matthews if he wished to draw the 
attention of the committee to anything in his report. I do not know whether 
or not he should comment on it but I just noted the fact that the surplus 
decreased $1,270,000 as a result of the deficit and the appropriation for dividends 
in 1946. Was there anything, Mr. Matthews, you wished us to pay particular 
attention to? 

Mr. MarrHews: On that particular point? 

Mr. JACKMAN: Or anything at all in your report. 

Mr. MarrHews: On that one matter nothing more than to make it clear 
to the committee that during the year there was a change in policy. Prior to 
1946, as was explained this morning, there was interest charged in the operating 
expenses, but with the new post office arrangement that became unnecessary, 
and therefore the policy was decided upon by the T.C.A. to declare a dividend 
in 1946. 

In making a comparison, however, between 1946 and 1945 we do point 
out that the deficit of $1,115,000 for 1946 compares with a surplus of $263,000 
in 1945 if you eliminate the interest in 1945 as was done in 1946. 

Mr. JAcKMAN: Formerly the post office rate was flexible according to the 
results and the 5 per cent charge on capital was mandatory in the accounts? 
Mr. MatrHews: Yes. : 

Mr. JACKMAN: Now it is a dividend? 

Mr. Marruews: Under the original T.C.A. Act of 1937 there was provision 
that the 5 per cent would be included in the operating expenses for interest in 
determining the results. With the new postal arrangement, where it was on 
_a straight pound mileage basis, that became unnecessary, of course. 

Mr. JAcKMAN: Is there anything you want-us to look at or any comments 
you have to make particularly on the insurance fund or anything else? 

Mr. Matruews: On the matter of the deferred charge for research and 
development we did think it advisable to call the attention of the committee 
to the fact that under the agreement of 1945 the results of the Trans-Atlantic 


air service have not as yet been determined, and it could be that there might 
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be something in the way of an adjustment if there are profits shown from that | 
service, but as the minister pointed out this morning that will depend entirely 
on what the results show. We do not know what they are. It could be that 
an adjustment could be made in the amount to be provided for research and 
development if any profits were shown. 

Mr. JAcKMAN: That would be a credit adjustment? 


Mr. Marruews: Right. The only other point we think important has 
to do with the carrying of the 100 per cent risks on the twin engine planes 
in the fund. Of course, we had no knowledge of the situation that developed 
recently, but our thought on that is that in the operations over densely 
populated areas like New York, for instance, we are not passing any opinion 
on the matter, but we do feel that the committee should understand that 
as to the insurance coverage on all twin engine planes, which will include the 
new DC-3’s, the entire risk is carried in the insurance fund. In regard to the 
four-engine craft the company has instituted a policy of insuring with outside 
underwriters in excess of individual losses of three-quarters of a million dollars 
for each accident, or a maximum of $5,000,000. We would not presume to 
say that the company should cover any portion of the twin-engine planes. 
We merely wish to make it clear to the committee that the coverage is all 
assumed in the insurance fund for the twin-engine planes. From my discussions 
with Mr. Symington I think he feels that the company is able to stand it. 


Mr. JAcKMAN: As far as the twin-engine planes are concerned the company 
carries its own insurance risks? 3 
Mr. Marruews: That is right. 
Mr. JAcKMAN: And as to the four-engine planes? 
Mr. Marruews: Over three-quarters of a million. | 
Mr. JackMAN: On a single accident. You have a policy covering that? 
Mr. MattHeEws: Yes. 
Mr. SyMiINGTON: That is a decision of the directors. 
Mr. JacKMAN: With a limit of $5,000,000? 
Mr. Syminetron: $5,000,000. We assume the first risk. The directors have 
considered this matter, and I think it is a matter for them entirely. We have, 
as you know, built up a fund now of $1,540,000 and that is not hay in any man’s 
language, and we can take care of our liabilities. We hope so anyway. 

The CuatrMAN: Is that all, gentlemen? Would someone move that the 
auditor’s report ‘be adopted? : 

Mr. Symincton: Mr. Chairman, with your permission, before we adjourn, 
this is the last time on which I will appear before you in this position. One 
thing the T.C.A. needs is a new president. I would like to thank you for your 
continued courtesies and to say to you, and through you I hope to parliament, 
that the T.C.A. is, I think, a real accomplishment. It has done good service to 
its country. It has built up through very trying times an air line which is 
recognized throughout the world as one of the best. It has contributed its part 
towards making Canada and Montreal- the air headquarters of the world. It 
has done its part, I think, in helping to establish the airplane industry in Canada. 
It is a very difficult operation and a difficult country to operate in. It will have 
some years that are no so good, and will have years that are good. It is a body 
of young people who are intensely interested in their job. It is rather a unique 
organization. Don’t destroy it, but nurture it; because I think it deserves it. 

Right Hon. Mr. Howe: Mr. Chairman, since Mr. Symington has said what 
he has, I want to pay tribute on behalf of the government to his part in having 
built the line. He took over its direction from the inception of the line and has 
carried it on during the most difficult part of its existence and carried it success- 
fully through its period of great expansion. His work on Trans-Canada Air — 
Lines has been done entirely at his own expense. He has not drawn a nickel of | 
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salary from the government or from the airline. He is recognized amongst 


operators throughout the world as the top man in the industry; and I think it is 


largely because of Mr. Symington that the operators’ association known as the 
International Civil Air Organization located its headquarters in Montreal. He 
was its first president. . 

I think the committee would like to join with the government in tendering 
our sincere thanks to him for his service on behalf of Trans-Canada. It is 
fortunate that he is not leaving immediately, I hope; but he and I have agreed 
that the burden is one which perhaps should be placed on other shoulders. As 
you know, he has a good many irons in the fire outside of Trans-Canada. I 
want to say that I can only hope that after he has gone we will find someone 
to accept the position of president who will be able to give the fine type of 
high service that Mr. Symington has given in the years during which he has 
served as president of the line. 


Mr. JackmMAN: In seconding the resolution proposed by the minister may I 
say that we agree that T.C.A. will miss the leadership which has been given by 
Mr. Symington during his term as president, and we appreciate that he is leaving 
that office only because he finds it no longer possible to serve in that capacity. 
On behalf of those who have asked so many questions of Mr. Symington,.I want: 
to say that we appreciate what you have done for T.C.A. 


Mr. NicuHotson: Mr. Chairman, to make it unanimous I would like to add 
my word of appreciation to Mr. Symington for the outstanding leadership which 
he has given to this very important field of transportation. I think that T.C.A. 
will always be regarded as Mr. Symington’s “baby”, and I am sure that in the 
years to come we will all realize how fortunate we. have been that the T.C.A. 
developed under his direction. 

Mr. Pountior: Mr. Chairman, I want to say to Mr. Symington that we all 
appreciate the very great work that he has done in the development of the 
T.C.A. However, I think tribute should be paid where tribute is due; I think 
a great deal of credit goes to Commander Edwards and the staff of the Depart- 
ment of Transport; and particularly to the Right Hon. Mr. Howe, in the first 
place for having the foresight to undertake such a development, and in the second 
place for having made the choice of such an able man as Mr. Symington to give 
it leadership. Of both Mr. Howe and Mr. Symington I think it can be fairly 
said that they are truly nation-builders, and I would like to recognize in that 
same category those members of their staffs who have so ably given assistance 
to the development of this great system of transportation. I can think of 
nothing which has done more to the essential development of Canada as a nation 
than the progress that has been made in the field of aviation. Until now it has 
been a country isolated on all sides by vast oceans, except of course to the south, © 
the United States, and now T.C.A. links Canada with the rest of the world. At 
its inception there were some of us who thought T.C.A. would not be very much 
of a success, but I am happy to say that we have to-day the greatest pride in 
the splendid development which has been achieved. It is certainly a pleasure for 
me to see members of all political parties here to-day join in such a friendly 
spirit to pay a well-deserved tribute to Mr. Howe, Mr. Symington and the 
personnel of T-C.A. and to the staff of the air transport branch of the department. 

The CuHatirMAN: Mr. Symington, I am sure every member of the committee © 
regrets that you are going to retire as president of the Trans-Canada Air Lines 
and I think they have expressed their feelings to you to-day wholeheartedly; 
they appreciate perhaps more than words can express your work with T.C.A. 
On their behalf I tender to you their deep appreciation and the hope that in 
any new field you may take over you will have the same success as you have 
had with T.C.A. 


The committee adjourned at 5.45 p.m. to meet again at the call of the 


Chair. 
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APPENDIX “B” 
INCOME ACCOUNT 
OPERATING REVENUES: 
; 1946 
i Semen Cy eer Ga Mee tre ae ee GIG Webs Uaistade: skein eh eee hase nbs $ 8,065,477 .04 
VEAL ie Suet fier coher ote eaters: ober UBie Oka Wn eae Gohan CC ace B 3,780,508 . 72 
ELSIE CIS GHEE Loh omy OL. EEE Nes cee Es wees Eee 305,238.69 
PEcCese iba CAO Cre inks in ats ltnth Cina b's oe OG vos pees «8 72,946.77 
Incidental: Services—Net 00.0. Sos. lee dee eee es 586,633.88 
EUR LORE ge ee aa, ac ah ee rahe wan oa $12,810,805 .10 
OPERATING EXPENSES: 
Melo ita Oe Ran ONS eee oe tee via eas coe CA Tin ome oes lye ts $ 3,500,618 .71 
Flight- Equipment Maintenance .................. 1,445,757 .05 
Flight Equipment Depreciation ................. 1,388,635 . 49 
KE GOUT Ce? OPEL A EIOT RN) pierre ib ctice hole er es Pac ge ages Coe 3,638,415 .45 
Greind oP acilities -veaintenatiee | ice eos ee as 215,906.47 
Ground Facilities Depreciation .............e0005 123,776.30 
; PndicecterVMainvenances se see isis, 5 ooh ee wince oe vase «a6 5 843,058 .45 
“ PiaeBen GEL YOOPV UCR) Cae iatsin wisls bike e oS oe ocg es WRC 954,570.75 
et IG OCs, Sia ONIN cs ats. atace hole dee Siacele W wacko sieeve: § 921,238.31 
3 SAY Crbusitrer Ald unt U DNC 2 'e. 34 sic eyes wea See Se Se 220,758.29 
| Generat-and Administrative. <2 foc. kG ok ene 689,203.79 
$13,943,939.09 
DREGE TOSL a OOUIIE! homie, Some a ace-am eh siar eee aaa a eg ekeas 8,899.87 
Miscellaneous Income—Net ...........200eceees 8,978.21 
interest on -Capital. Invested-< <5 if. cic. Gs Sire 8 vee — 
EO ee Sere eee pet ance Seek e ein oe SLES es $13,926,061 .01 
Deficit 1946—Surplus 1945 .............. $ 1,115,255.91 
SURPLUS ACCOUNT 
at 3lst December, 1946 
Batancesab Let anwvary, 1 G4 rec feat bole ca ea bw en Oe 
mr Net close in Operations, year’ 1946 ieee ext eas. ted Mea apistawe a 
Dividend ~Appropriation .of “Surplus. .° wae. nes oe ae. 154,368 . 48 
Batanice atmo lap Lecoem bere cl OSG iss ois sie telnaie use ee 255,061.23 
$ 1,524,685 .62 
STATISTICAL DATA 
1946 
AOU e Marl eager Oper avedi ain ce cleaiete crs kam belt eb. ble SS 6,511 
Plane * Miles. Flown—Revenue 0.6.0.5 oc os eee ces ee 14,162,377 
Plane Miles Flown—Non-Revenue .......6....c.0008% 1,702,293 
Revenue s-Passengere Carried 1262s cb iG ee eee es 305,442 
Average Passenger Journey—Miles .........0.20ceeee 510 
Percentage of Passenger Occupancy ...........+...- 76 
Maa Ton Ni tee ee eas coe ee eC ere oe bees ee 1,210,716 
Express: fon “Miles= cae er ares FoR eE tears We 380,557 
LUX COSK. Dag racers | Olin lea: rte ata oacele ots ae wete ee adeiere 132,935 


1945 


$ 5,462,939. 
4,250,939. 
307,386. 
53,790. 
437,532. 


$10,512,587. 


$ 2,589,201. 
1,459,572. 
785,660. 
2,851,379. 
2125139: 
118,995. 
593,032. 
620,105. 
511,576. 
64,197. 
484,411. 


$10,250,271. 
29,620. 
29,164. 
230,000. 

$10,479,815. 


Per olsthes 


$ 1,524,685. 


$ 1,524,685. 
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Flight Operations 


1945 


1946 
Salaries: and. Waees sag scokt coeee eee eee eee ee ee $ 1,277,739.42 $ 898,064.16 
Supplies and Expenses Seah ce ese tt Gee eae 189,369 .03 133,959 .90 
Agreraticckingin et ues. soe whee doe eer epee a eee 1,669,901 .90 1,303,157 .34 
Aircraft Engine QE Rana eee ee eee a ae 64,643 .02 47,905.10 
Customs and_ ATHMIOY AULOMs: oi vtec sr ee ome hee ee 39,872.99 15,995.16 
Eheht Houipment: [osurance.. i. sak. oats aan 1I9G871.73 147 292 .64 
Liability and Compensation Insurance .......... 30,884.59 22, 10d25% 
Other (Mh cht: Wxpenses. ciivion won wonton ae emer ee ee 36,336.03 20,121.66 
yal 


$ 3,500,618. 


Flight Equipment Maintenance 


611 
612 
613 
614 
615 
616 


$ 2,589,201.53 


Aiveratt: Nepales: ssh.d0 Saks La hee Se eae oe $ 762,930.77 $ 708,941.02 

Airgrait. Propeller: Repairs “<3 rs. e eek oe ae : 18,480.59 30,866 .34 

Aircraft Instrument Repairs ....... Ps dase A Pao 58,163.66 58,292 .99 

Arreralt: nome. ~Repalra, my wien ves o kue et eles tueeeeoeee 920,203.-1o5 597,935.15 

Aircraft Communications Equipment Repairs .... 60,835 .02 42,519.55 

Miscellaneous Flight Equipment Repairs ......... 25 093. 28 21,016.97 
05 


$ 1,445,757. 


Flight Equipment Depreciation 


621 
622 
623 
624 
626 


Ground 
631 
632 
633 
634 
635 
635 
636 
637 
638 
639 
640 
641 
642 
643 
644 
645 
646 
647 


Ground 


Aircratby Depreciavlom™ worn ys Geeta sist Base ere ae $ 856,986. 
Aireraft Engine Depreciation ANT dace ater eRe 326,014. 
Aireraft Propeller Depreciation. overt sk eee. 85,116. 
Aireraft Communication Equipment Depreciation 44,911. 
Sparé/:Parts « Deprédiation = terete. ath este aan 75,607. 
$ 1 388, 635. 

Operations 
Salaries and Wages—Supervision .............. $ 392,819. 
Salaries and Wages—Flight Control .......... Tias208: 
Salaries and Wages—Communications .......... 301,590. 
Salaries and Wages—Station Managers ........ 133,897. 
Salaries and Wages—Passenger Agents ......... 233,019. 
Salaries and Wages—Reservation Agents ...... 168,026. 
Salaries and Wages—Service Employees ....... 1,079,448. 
Travelling and Incidental Expenses ............ 184,916. 
Office. Supplies and. Expenses ©. .6. 66.4665 0e50505 115,403. 
Telephone, Telegraph and Teletype ............. 260,916. 
iaght Heat,-RPowercand. Water timc ade cleiaieee 81,736. 
Rents of Fields, Buildings and Offices ........... 191,545. 
Motor Vetiete “Operation. 7. ss: sae ele ee ee 37,848 . 
Buildings and Ground Equipment Insurance...... 8,915. 
Liability and Compensation Insurance .......... 7,281. 
Servicing Supplies and Expenses................ 80.490. 
Other Expenses AP in Sa A ae, Rn eS AUER Gre 134.082. 
Texprags \ IX pPSn Sess. \.50 o> sexe eu en eg es : LI3;2182 


$ 3,638,415. 4. 


Facilities Maintenance 
Communication Equipment Repairs .............. $ 30,021. 
Shop and Hangar Equipment Repairs .......... 48,902. 
Motor Vehiche sRépairg soa, -aats Sere 41.633. 
Buildings and Improvements Repairs .......... T2.L025 
Miscellaneous Ground Equipment Repairs ....... 23,186. 


$ 215,906. 


$ 1,459,572 .02 


$., 449,651.14 
276,295 .22 
36,931.70 
22,782 .28 


$ 785,660.34 


$ 289,523.27 
81,888.72 
279,152 .24 
106,332 . 66 
151,179 .67 
143,009.91 
849,513.21 
107,013.45 
92,141.39 
219,635.88 
67,986.91 
132,126.87 
27,861.74 
7,906.06 
15,907 .66 
68,891.10 
95,709.51 
115,598 .90 


$ 2,851,379.15: 


$ 51,879.44 
43,607 .61 
32.466 .48 
67,998.53 
16,187 .32 


$ 212,139.38 
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Ground Facilities Depreciation 


658 Ground Facilities Depreciation ............... a 


Indirect Maintenance 


Salaries and Wages—Supervision ............6. $ 
Travelling and Incidental Expenses ............ 
Office Supplies “and Hxpenges ......5..0..00e/005 
Laight, teat... Power and © Vrater = tov se sevens oes 
Rents OL bulldines mands Omicés 2. 2.50 e 0 ise 
Shop Supplies and Hxpenses ..............-0%. 


Stores Expense 


Ce ee ey 


DLOPEMALNVeEDLOLY Gad UStMenb is . cece he ek we 
Buildings, Material and Ground Equipment 


Insurance . 


oe eee eee eee sees ere eee ee eee r ere sane 


Liability and Compensation Insurance .......... 


Other Expenses 


Passenger Service 


Salaries and Wages—Supervision ........s..00. $ 
Salaries and Wages—Stewardesses .........03.. 
Travelling and Incidental Expenses ............. 
Office Supplies and Expenses .......0...000-000% 
Passenger—Food Service .........ee00e0e8- ieee: 
Passenger—Supplies and Expenses ..........%... 
Passenger—Interrupted Flight Expenses ....... 
Liability and Compensation Insurance .......... 


681 


Traffic and Sales 
Salaries and Wages—Supervision. .....5.4..0.40'0. $ 
Salaries and Wages—Representatives .......... 
Salaries and Wages—Other Employees ......... 


691 


Advertising and Publicity 


706 


Travelling and 


9 0 6 8) eo 0 6 be ee 006 0 10 0 e 0, 6 60 6 e's wy oe 80 


Incidental” Expenses. 3.35.00 6%. 


Office Supplies:and Hixpenses ......)..0000cencce es 
Telephone, Telegraph and Teletype ............. 


Rents of Offices 


er 


Apency COmmMissrone Wires char. ba Gisis cape ta ees we 


Other Expenses 


Liability and Compensation Insurance .......... 


CC 


General and Administrative | 

Salaries and Wages—Supervision ............... $ 
Travelling and Incidental Expenses ............ 
Office Supplies ‘and Expenses 0.24. .ccs eee ee 
Telephones pnda,L Clee Pa DWe nts sree erates yrs ee 
Administration Charges from Affiliated Companies 


Pensions: |. estects 


@) 0 0 \e: @) a Ka ceo) uh ale: ¢. 6 oe 0) © 0. 00.0 2) 0 oo 6 B60 i¢ 6 


Liability and Compensation Insurance ......... 


Other Expenses 
General Taxes 


cee eee ewe eee ee ewe e eevee ease ees e 


Ce 


1946 


125,776.33 


299,799.13 


39,501.99 


5,437.16 
6,503.44 
2,144.07 


843,058 .45 


52,783.53 
166,875.89 


954,570.75 


921,238.31 


wmdvertising and -Publicnty we 2.25 ce os bie p oot ns tos $220,758 .29 


291,622 .99 
25,364.47 
32,526.95 

4,595.28 
50,000 . 00 
199,920.00 
1,347.05 
25,504.00 
58,323.05 


689,203.79 


Se 


1945 


118,995. 


224,040 


103,814. 
620,105. 


31,798. 
65,053. 
207,350. 


511,576. 


64,197. 


197,142. 
17,427. 
22,301. 
4,429. 
50,000. 
125,781. 
1,033. 
20,999. 
45,296. 


484,411. 


4] 


Pid: 
5,042. 
11,577. 
27,824. 
1,380. 
180,735. 
111,794. 
29,776. 


4,916. 
12,195. 
3,302. 


553,032. 
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REPORT TO THE HOUSE 


Turespay, July 8, 1947. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


THIRD REPORT 


Your Committee had referred to it the following matters, namely: 


(a) Annual Report of the Canadian National Railways for the year ended 
December 31, 1946. 


(6) Annual Report of the Canadian National (West Indies) Steamships, 
Limited, for the year ended December 31, 1946. 


-(c) Annual Report of The Canadian National Railways Securities Trust 
for the year ended December 31, 1946. 


(d) Annual Report of Trans-Canada Air Lines for the year ended 
December 31, 1946. 


(e) Report to Parliament of the firm of George A. Touche and Company, 
auditors, for the year ended December 31, 1946. 


(f) Financial Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships, Limited, for the year 1947. 


Your Committee held nine meetings in the course of which the said 
Reports were severally examined and unanimously adopted. 


The Report of the Railway System disclosed a net income deficit of 
$8,961,570.49. Railways traffic continued to move in heavy volume but the 
continual increase in operating costs brought about by increases in the rates 
of pay and in the price of material prevented the railway from earning its full 
interest charges. Net income available for the payment of interest was $35-7 
millions whereas the interest due to the public and to the Government was 
$44-6 millions. The financial budget of the railway system for the calendar 
year 1947 forecasts an income deficit of $31 millions, and the net requirements 
on capital account to be $46,723,000, including oO 500 000 for new equipment. 
The budget was approved. 


The report of the West Indies Steamships disclosed a new income surplus of 


—$1,302,051.63. Also that on completion of arrangements now in hand the 


4 
; 
; 
; 


Company will own ten vessels with a total deadweight of 56,075 tons, comprising 
two reconditioned “Lady” ships, three new diesel powered cargo ships, and five 
modern “Park” type ships. The financial budget for the year 1947 forecasts a 
net income surplus of $720,000, and the net requirements on capital account to 
be $3,589,900. The capital budget will be financed from the Nese. Replacement 
Fund of the Company. The budget was approved. 


Trans-Canada Air Lines reported a deficit of $1,115,256 resulting from the 
1946 operations. Mr. Symington, President of T.C.A., explained at considerable 
length the difficulties the Air Lines had to contend with last year. Costs were _ 
higher, training and development requirements were extensive, routes and 
services were expanded, and new types of aircraft were adopted. He also 
announced his impending retirement from the presidency, which information 
was received by your Committee with regret. 

88854—134 
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The work of your Committee was greatly facilitated by the information 
and explanations furnished by Mr. R. C. Vaughan, C.M.G., Chairman of the 
Board of Directors and President of the Canadian National Railways System, 
of Mr. H. J. Symington, K.C., C.M.G., President of Trans-Canada Air Lines, 
and of their officers who gave evidence, and your Committee desires to express 
its appreciation therefor. 


A copy of the minutes of proceedings and evidence taken before your Com- 
mittee is appended. 


All of which is respectfully submitted. 


S. M. CLARK, 
Chairman. 


MINUTES OF PROCEEDINGS 


Hovusr or COMMONS, 
Monpay, 7th July, 1947. 


The Sessional Committee on Railways and Shipping, owned, controlled and 
operated by the Government, met this day at 10.30 o’clock a.m. The Chairman 
Mr. S. M. Clark, presided. 


Present: Messrs. Clark, Emmerson, Harkness, Hazen, Jackman, McCulloch 
(Pictou), McLure, Reid and Warren.—9, 


The Chairman tabled a statement covering Hotel Operations for a number 
of years, as requested by Mr. Nicholson. 


It was agreed that this statement be embodied in the Minutes of Proceed- 
ings and Evidence of the Committee. 


Consideration was given to the draft of the Third Report of the Committee. 


_ On motion of Mr. Reid, 
Resolved: That the Third Report as drafted be adopted; 


Ordered: That the Chairman present the said Third Report to the House 
of Commons. 


The Chairman stated. that the Report would be presented on or about 
Tuesday, 8th July next. | 


The Committee adjourned sine die. 


T. L. McEVOY, - 
Acting Clerk of the Committee. 
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E ON 


RAILWAYS AND SHIPPING 


4 Owned, Operated and Controlled by the Government 

a MINUTES OF PROCEEDINGS AND EVIDENCE 

E 

x No. 1 

FRIDAY, APRIL 16, 1948 

a MONDAY, APRIL 19, 1948 

. CANADIAN NATIONAL RAILWAYS ANNUAL REPORT 

2 C1947): 

i WITNESSES: 

oa Mr. R. C. Vaughan, C.M.G., Chairman and President, Canadian National 

* Railways; 

5 Mr. N. B. Walton, C.B.E., Executive. Vice-President, Canadian National 

4 Railways; 

e Mr. T.-H. Cooper, Vice-President and Comptroller, Canadian National 
Railways. | 


A 
2 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 
1948 


ORDERS OF REFERENCE 


Wepnespay, April 14, 1948. 


Resolved,—That a Sessional Committee on Railways and Shipping owned, 
_ operated and controlled by the Government, be appointed to consider the 
; accounts and estimates and bills relating thereto of the Canadian’ National 
Railways, the Canadian National (West Indies) Steamships, and Trans-Canada 
_ Air Lines, saving always the powers of the Committee of Supply in relation 
© to the voting of public moneys; and that the said Committee be empowered to 
send for persons, papers and records and to report from time to time, and that 
notwithstanding Standing Order 65, in relation to the limitation of the number 
of Members, the said Committee consist. of Messrs. Bourget, Chevrier, Clark, 
- Emmerson, Fulton, Gibson (Comoz-Alberni) , Hatfield, Hazen, Hlynka, Jackman, 
~ LaCroix, Lafontaine, Lockhart, Maybank, McCulloch (Pictou), McLure, Moore, 
~ Mutch, Nicholson, Picard, Pouliot, Reid and Warren. : 


Attest 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Tuurspay, April 15, 1948. 


a Ordered,—That the Report to Parliament of George A. Touche & Company, 
_ Auditors of the Canadian National Railway System, for the year ended 
December 31, 1947, tabled this day, be referred to the said Committee. 


a Ordered,—That the Annual Reports for 1947 of the Canadian National 
_ Railway System, the Canadian National (West Indies) Steamships Limited, 
and the Canadian National Railways Securities Trust, tabled on April 12, 1948, 
and the budget of the Canadian National Railways and Canadian National 
_ (West Indies) Steamships Limited for 1948, tabled on April 14, 1948, be 
_ referred to the said Committee, together with the following estimates for 1948- 


ser _ Vote 502—Maritime Freight Rates Act, Canadian National Railways; 
a Vote 503—Maritime Freight Rates Act, Railways other than Canadian 
National ; 

7 Vote 557—Prince Edward Island Car Ferry and Terminals, Deficit 1948; 
and that the said Votes be withdrawn from the Committee of Supply to w hich 
they were referred on March 9, 1948. 

Attest 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


10761—14 
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Fripay, April 16, 1948. 


Ordered,—That the said Committee be given authority to print from day 
to day 500 copies in English and 200 copies in French of its minutes of proceed- 
ings and evidence, and that Standing Order 64 is suspended in relation thereto. 


Ordered,—That the said Committee be granted leave to sit while the House 
is sitting. 


Ordered,—That the said Committee be empowered to reduce its quorum 
from 12 to 8 members, and that Section 3 of Standing Order 65 be suspended 
in relation thereto. 

Attest 


R. T. GRAHAM, 
Deputy Clerk of the House. 


REPORT TO THE HOUSE 


Frinay, April 16, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as its 


First Report 


Your Committee recommends: 


1. That it be given authority to print from day to day, 500 copies in English 
and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto; 


2. That it be oranted leave to sit while the House is sitting; 


3. That it be empowered to reduce its quorum from 12 to 8 members, and 
that Section 3 of Standing Order 65 be suspended in relation thereto. 


-* All of which is respectfully submitted. 


H. B. MeCULLOCH, 
Vice-Chairman. 


Nota.—Concurred in this day. 


oe St eR Ft 4 Sa i, OS Sei oe. ied Gay he r- 
Pra) tt pe ntae haere ras 54 tee Se, OF en PES S 
: + Bri Pod ac Mes oy of 4 


MINUTES OF PROCEEDINGS 


q Housr or CoMMOoNs, 
FRIDAY, April 16, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 
- controlled by the Government met this day at 10.30 o’clock. 


Members present: Messrs. Bourget, Chevrier, Clark, Emmerson, Hlynka, 
Jackman, Lafontaine, McCulloch (Pictou), McLure, Moore, Mutch and Warren. 


The Clerk invited nominations for the position of Chairman. 


On motion of Mr. McCulloch, seconded by Mr. Emmerson, Mr. 8. M. Clark 
- was elected chairman. , 
Mr. Clark thanked the members of the Committee for his election which he 
deemed an honour. 


| On motion of Mr. Emmerson, seconded by Mr. Lafontaine, Mr. McCulloch 

(Pictou) was elected Vice-Chairman. 

3 The Committee proceeded to discuss its procedure. A suggestion to increase 
the number of copies of its printed evidence was left in abeyance. 


On motion of Mr. Lafontaine, 
; Resolved,—That the Committee ask leave to print 500 copies in English and 
200 copies in French of it minutes of proceedings and evidence. 


On motion of Mr. Warren, 
Resolved,—That the Committee be empowered to sit while the House is 


sitting. 

: On motion of Mr. Hlynka, 

j Resolved,—That the House be asked to reduce the quorum from 12 to 8 
~ members. 

; It was agreed to hold two meeting on Monday next at 11 and 4 o’clock to 


> consider the annual report of the Canadian National Railways (1947) on which 
occasion the officials will be heard. 


Two meetings were also tentatively set for the following Tuesday. 
a The chairman reminded the members that all relevant reports will have been 
distributed by Monday next. : 
At 10.30 o’clock, the Committee adjourned until Monday, April 19, at 
11 o’clock in Room 429. | 
| 


6 _ SESSIONAL COMMITTEE De ceen aee a< 
Monpay, April 19, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 


controlled by the Government met at 11 o’clock. The Chairman, Mr. 8. M. Clark, 


presided. 


Members present: Messrs. Chevrier, Clark, Emmerson, Fulton, Gibson 
(Comoz-Albernt), Hlynka, Jackman, Lafontaine, McCulloch (Pictou), McLure, 
Moore, Mutch, Nieholson and Reid. 


In Attendance: 
From the Canadian National Railways:. Messrs. R. C. Vaughan, C.M.G., 


President; N. B. Walton, C.B.E., Executive and Vice-President; T. H. Cooper, ” 


Vice-President and Comptroller; S. H. May, Assistant and Comptroller; N. J. 
McMillan, General Counsel, Law Department; W. S. Thompson, C.B.E. 
Director, Public Relations, Publicity and Advertising. © 


From the Department of Transport: Mr. J. C. Lessard, Deputy Minister; 
Mr. F. T. Collins, Secretary; Mr. W. A. Thorton, Railway Auditor; Mr. N. C. 
Allen, Administrative Assistant. 


The Chairman welcomed Mr. Vaughan and his officials and the committee 
began the consideration of the annual report (1947) of the Canadian National 
Railways. 


Mr. R. C. Vaughan was called, heard and examined. 
He was assisted by Messrs. Cooper and Walton. 
At 1 o’clock, the Committee adjourned until 4 o’clock this day. 


AFTERNOON SESSION 


The Committee resumed at 4 0’clock. Mr. 8. M. Clark, chairman, presided. 


Members present: Messrs. Chevrier, Clark, Emmerson, Gibson (Comoz- 
Alberm), Hazen, Hlynka, Jackman, McCulloch (Pictou), McLure, Moore, 
Mutch, Nicholson and Reid. 


In Attendance: Same officials as listed at the morning session. Also Mr. G. 
B. Isnor, M.P. } 

The Committee resumed its consideration of the annual report (1947) of the 
Canadian National Railways. | 

Messrs. Walton and Cooper gave information requested at the morning sitting. 
respecting car mile per car day and maintenance of the Chateau Laurier. 


Mr. R. C. Vaughan was recalled and further examined. 


At 6 o'clock, the Committee adjourned until eleven a.m. Tuesday, April 20. © 


ANTONIO PLOUFFE, 
Clerk of the Committee. 


The Honourable LioneL CHrvrisr, K.C., M.P., 


MINUTES OF EVIDENCE 


HovusE oF CoMMONS, 
April 19, 1948. 


The Sessional Committee on Railways and Shipping met this day at 11 
a.m. The Chairman, Mr. 8. M. Clark, presided. 

The CHAIRMAN: Gentlemen, we have a quorum. First of all I should like 
to welcome Mr. Vaughan and his officials here on behalf of the committee. 


- I know we are always pleased to have them here. Whether it is an ordeal for 


them I cannot say; but we are pleased to have them back with us again. 

Probably we should follow the procedure of the past and have Mr. Vaughan 
make a few remarks and read his report; following that we will have some 
discussion generally before going into the financial statements. I will ask Mr. 
Vaughan to take over now. 

Mr. R. C. VaucHan, C.M.G. (President, Canadian National Railways): 
Thank you, Mr. Chairman. We are glad to be here again and we will do our 
best to give the members of the committee all the information that they desire. 
I shall now proceed with the annual report. 


Montreal, March 10, 1948. 


Minister of Transport, 
Ottawa. 


Sir: The following report is submitted of the operations of the Canadian 


National Railways for the calendar year 1947. 


The magnitude of the work carried on year after year for the people of 


Canada by the System, in all its branches, and its importance as a primary factor 
In the national economy, were again demonstrated in 1947, when the Railway 


handled the heaviest volume of peacetime traffic in its history. The number of 
tons of freight carried, 86,221,279 tons, was nearly double the tonnage of 1939 


and was even greater than that of any of the busiest years of the war. 


This vast work was accomplished in spite of the handicaps caused by the » 
continent-wide shortage of car equipment and was made possible by close 


attention to operating performance and by the co-operation of shippers. Maximum 


loading requirements introduced during the war were continued. Gross and 


net train loadings, the average carload and freight car miles per day were improved 


as compared with 1946 or any year before the war. 

The business of the Canadian National Express and the Canadian National 
Telegraphs was greater than in any other year. The Company’s twelve hotels 
continued to be operated at high levels of patronage. hae 
__. The Company’s property was maintained according to safety standards and 


- some progress was made in carrying out repairs and renewals to equipment 


- which had been deferred because of shortages of labour and materials. There is 
_ still, however, a backlog of deferred maintenance. 


The following is a summary of the financial returns. The full income state- 


af ent appears on the opposite page. 


ae 1947. 1946: 
DET abil LEV CHUCS ct cote tee tne nt hl eln te 6 $438.197 ,980'..00 $400,586,025.89: 
Operating \expensesryr ihe vet ve grenciie a’ 6 53 397,122,607 ..00: 357,236,718 . 29) 
Net: operating. revenues oes ivi. eaNiwals. 5 $ 41,075,373 .00 $ 43,349,307 .60 
Taxes, equipment rents, and other income 
ECCOLIDI US Borer baton gts Sintz lone takes ¢ syste ahd 13,136,222 . 82 7,629,780. 68 
Available for payment of interest «....... $ 27,939,150.18 $ 35,719,526 .92 


Interest on bonds held by the public ..... 23,821,909 .61 23,358,514.18 
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That is to say we have paid all the interest on the bonds held by the public. - 
Available for payment of government interest $ 4,117,240.57 $12,361,012.74 
Government. interest s250 0% inuccie ok ob wheeeeets 20 002,434.85 21,322,583 .23 


Deer. Kets wow Ah hie ot ee oe $15,885,194.28 $ 8,961,570. 49 


Gross Revenues for 1947 were $438,197,980. This amount was only a 
fraction below the revenues of 1943 and 1944, when wartime traffic was at its peak. 

Passenger Revenues amounted to $43,017,690, a decrease of $7,110,533 as 
compared with 1946 and of $26,758,567 as compared with the wartime peak, but 
an increase of $25,200,570 over 1939. While there was a reduction in passenger 
traffic as a whole in 1947, holiday travel increased. The Railway did its part in 
promoting the tourist industry and took full advantage of every opportunity to 
procure its full share of this increasing business. = 

Freight Revenues amounted to $342,582,003, an increase of $42,268,804 
over 1946 and of $17,682,280 over the wartime peak year. ‘ 

Approximately $21,000,000 in freight revenue resulted from orders of the 
Interstate Commerce Commission affecting the United States lines of the 
System, followed by related increases in Canada authorized by the Board of 
Transport Commissioners in respect of international traffic and competitive’ 
import and export traffic through Canadian ports. As a temporary measure, the 
Interstate Commerce Commission granted two increases effective July 1, 1946; 
one of 6 per cent and the other of 5 per cent. These were cancelled and superseded 
by a 25 per cent increase as from January 1, 1947. As of October 13, an interim 
increase of 10 per cent over the rates established in January was authorized. — 
An additional interim increase of 10 per cent was authorized to take effect on 
January 5, 1948. As these two interim increases are imposed on the previous 
25 per cent in combination they are equal to a second 25 per cent increase over 
the rates in effect before July, 1946, making a 50 per cent increase in all. 
Applications by the United States carriers for still further increases are now 
under investigation by the Interstate Commerce Commission. It will be 
understood that the percentages referred to are nominal. On some commodities 
lower increases were granted, the increase applied to all freight averaging 
39-1 per cent. 

In the same way the so-called 30 per cent increase asked for in Canada would 
average 20 per cent if applied to all freight ;— 


I may say, incidentally, that this co-called 21 per cent only amounts — 
to 184 per cent over-all. 


—so it will be seen that the application which the Board of Transport Com-_ 
missioners now has before it from Canadian railroads is for an increase 
amounting to only half of that already granted to United States railroads. 

Hearings on the application by the Railway Association of Canada on 
behalf of all Canadian railways for an increase in freight rates proceeded 
throughout the year to December 17, since when the case has been under review 
by the Board of Transport Commissioners. 


This report, of course, was prepared before the board rendered its 
decision. ? 


During the progress of the hearings and following the modification of 
price control regulations, the Board disallowed a special application seeking 
authority to increase certain competitive rates in advance of decision on the 
main application. It is the view of the directors that the Railway should be 
compensated by increases in rates over and above any now to be granted, to the 
extent that costs of wages and materials have advanced beyond the levels 
prevailing at the time of filing the current application. 


a 
= 
é 
ia Percentage Charge to 


Increase Operating 


1947 over 1939 Expenses in 1947 


100.8 $ 3,023,000 


a Diagram to show the Additional Operating Costs in 1947. 
a Due to Higher Wage Rates and Higher Prices for Materials 
as compared with the 1939 Price Level. 
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It is inevitable that with increased business there should be increased 
expense, but what the railways find burdensome are the increased costs not 
related to additional traffic but brought about solely by increased wage rates 
and increased prices for material. For the Canadian National Railways these 
additional operating costs due to higher wage rates and higher prices for materials, 
1947 over 1939, amounted to $114-5 millions, of which $73-1 millions was for 
labour and $41-4 millions for material. 

It will be informative to show in more detail the increased costs which have 
taken place. 


Labour 
1947 Number of hours worked ............. 251,110,294 
ALVenape MOURNE PaALG is ° hy ck. oe. $0. 952 
Labour charged to operating expenses.............. $239,057 ,000 
1939 Number of hours worked.............. 170,187,536 
mverage hounly rate). Sie Ss es $0.66] 


Bact Uo raver tae 165,984,000 


3 Pe ate dat acta AO Ee Ns ia ne ie ciate $ 73,073,000-44-02.% 


The average compensation per employee in 1947 was $2,382.31. In 1939 it 
was $1,566.05. Since the beginning of the war, therefore, the average compensation 
has increased by $816.26 per annum per employee, 


Materials 

December December Per 

1939 1947 cent 

Unit price price increase 

a les. SOL tWwOUd. ann ee ee each $0:. 59 $ 1.35 128.8 
ies, aDAPa wood sinter ot Us.) te each 0.72 1.45 101-4 
ie Wasser: ed POO ae her Berede rite gross ton 47.52) 74 ey 50i- 2, 
Axess at relohte car io. .4. ids owt, 4,21 3.67 34:7 
COMDICT SS Gal ane each 70.47 110.81 57 °2 
Rleeh- Cass parse eee See ewt. 11.07 18.79: 69-7 
Steel plates, firebox ...:...... cwt. 3.10 4,54 46:5) 
Pikes SLOCOMOLEVE. | «aos Sa cwt. 5.83 8.86 52-0 
Can deck tage gi) ras 0s Ban mfbm 291.010: 68 .50 136-2 
ates: SMBALNIN OD veg. een oo. mfbm 33.00 117.00: 254-5, 
iddee Tuners, ee ans Ae mfbm 18.00: 62 ..00: 244: 4 
Cone foe etek vate hagkey se ton 4.09 7.50 83:4 


The significance of an increase of $3.41 a ton for locomotive coal may 
perhaps be better realized when it is stated that the Railway used 6,872,000 tons 
in 1947. The average cost throughout the year for all materials used by the 
Railway was 50-65 per cent higher than in 1939. Apart from the impact these 
higher prices have on the costs of operation, they necessitate an enlargement of 
the Railway’s working capital. Materials and supplies on hand at the year-end 
were valued at $62,945,537 as compared with $28,040,296 at December 31, 1939. 
Some portion of this increase reflects the increased traffic volume. 

Operating Expenses in 1947 totalled $397,122,607. The usual provision was 
made for depreciation on rolling stock, the charge for the year being $16,920,929. 
Pension costs were $10,502,481. Eight million dollars was taken from Deferred 
Maintenance Reserve and credited to expenses. The amount remaining in this 
reserve at the end of the year was $25 millions. 

Employees numbered 108,440 and their payroll for the year was $258 337,684. 
Current applications for Wage increases and changes in rules in Canada alone 
would, if granted, add about $92,000,000 to the operating expenses of the Canadian 
National Railways. These applications have been declined and are now before 
boards of conciliation, 

Operating Performance. Operating statistics all indicate a year of intense 
activity. Freight trains operated over 44 million miles and the tonnage movement 
exceeded 35,880 million net ton miles. Passenger trains operated 234 million 
miles. Detailed statistical information is given on page 27 of this report. 

Net Operating Revenue (revenues less expenses) was $41,075,373. In 1940, 
with $190 million less revenue, the Railway earned $4 million more net. 
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Taxes. The provision made in the accounts for taxes increased $2,765,075, 
mainly attributable to a settlement of claims by the cities of Halifax and 
Saint John, resumption of provincial taxes in Ontario and Quebec on the 
expiration of the wartime agreement with the Federal Government, and United 
States retirement and unemployment taxes, which were assessed at a higher rate 
on an increased payroll. | 

Hire of Freight Cars increased $2,604,486, attributable to heavier traffic, 
severe weather in the early part of the year, and an increase in the per diem 
rate from $1.15 to $1.50. 

Hotel Operating Profit at $1,290,719 was $188,637 better than in 1946, due 
principally to the increased rates for rooms and meals, and capacity business at 
Jasper Park Lodge. ; 

Interest on Bonds held by the public increased $463,395 and Government 
interest decreased $1,320,149, the net change being mainly due to refinancing at 
lower interest rates during the past two years. 

The Net Income Deficit for the year was $15,885,194. 


CAPITAL EKXPENDITURES 


The capital expenditures during the year, other than for new equipment, 
amounted to $11,257,154, details of which are given on page 19. rf: 
The new line of railway in Quebec from Barraute northerly towards 

Kiask Falls is about one-half completed and this section should be sufficiently 
completed for traffic by December 1, 1948. i 
The construction of the International Aviation Building above track level _ — 
adjoining the Montreal Central Station is proceeding according to plan. The : 
site has been cleared, the excavation in rock for the foundation columns is 
approaching completion, the steelwork, now being erected, should be completed 
by May 1948, and the contract for the building itself has been let. Work is 
proceeding on the construction of steam-heating plant to serve the Central Station 
and the Aviation Building, with provision for the future requirements of the 
whole development in this area. . 
The capital expenditures on new equipment delivered in 1947 amounted to 
$11,806,427 and included 25 diesel electric locomotives, 6 steam locomotives, 
1,503 freight cars and 2 coaches. At the end of the year there remained to be 
delivered 28 coaches, 10 baggage cars and 10 mail and express cars, being the 
balance of the 1946 program; 23 diesel electric locomotives, 4,296 freight cars, 
and 50 express refrigerator cars, being the balance of the 1947 program. a 


FINANCE 


The capital debt of the railway increased $23,369,826 during the year, — 
details of which are given on page 21. In brief, the increase was to finance the ~ 
1946 capital budget and to provide Trans-Canada Air Lines with $18 million 
additional capital. : Es 


GENERAL 


The new car ferry Abegweit built at Sorel for the service across Northum- 
berland Strait between Borden, P.E.I., and Cape Tormentine, N.B., was taken 
over for operation on August 11. This vessel, the heaviest ever constructed in — 
Canada, is believed to be the world’s largest and most powerful ice-breaking car 
ferry. She is a quadruple screw motorship, powered by sixteen diesel engines 
operating two propellers at the stern and two at the bow, and has a service 4 
speed of approximately 16 knots. With a gross tonnage of 6,694 tons, the 
Abeqweit has a carrying capacity of 19 railway cars, 60 automobiles and 950° 
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‘passengers, as against the 16 railway cars, 41 automobiles and 800 passengers 
carried by the ss. Charlottetown which she replaces. 

A contract was entered into with Yarrows Limited, of Esquimalt, B.C., ‘for 
the construction of a twin-screw passenger and cargo vessel to replace the former 
ss. Prince George, destroyed by fire. The new vessel being built to accom- 
modate 294 first class and 28 second class passengers, will have a cargo capacity 
of 400 tons and is designed to carry automobiles. Three hundred and fifty feet 
in length, with a speed of 18 knots, the vessel's gross registered tonnage is 
5,/00. Launched on October 6, 1947, the vessel was named after its predecessor, 
the Prince George. The main engines (oil-burning) and boilers were installed 
late in November and the fitting-out period has progressed satisfactorily. It 
is anticipated that the vessel will be available for service in the early summer, 
operating from Vancouver to Skagway, Alaska, in summer and to Ketchikan, 
- Alaska, in winter. The Prince George is the largest vessel of its type ever 
constructed on the British Columbia coast. 

In 1947 the Canadian National Express handled 20,548,605 shipments, an 
increase of 1,610,898 or 8-51 per cent over 1946. This was the largest number 
handled in any year. 

Nearly 13,000,000 messages were transmitted by Canadian National 
Telegraphs, the largest number on record. Business in other services, such as 
_ radio programme networks and private leased wires, continued at a high level. 

A On September 18, the centenary of the Montreal and Lachine Rail Road, 
_ how a part of the Canadian National System, was celebrated in the two cities 
' it has linked since 1847. The ceremonies, in which representatives of the 
Dominion and Provincial Governments, the municipalities of Montreal and 
Lachine and the Canadian Railroad Historical Association took part, included the 
unveiling of a bronze plaque in Bonaventure Station by His Excellency The 
Governor General and of a commemorative cairn at Lachine by. a representa- 
tive of the Premier of Quebec. 

Under the terms of the tri-party agreement between the Canadian National, 
_ . Canadian Pacific and Northern Alberta Railways, dated June 28, 1946, the 
_ Canadian National abandoned 12-21 miles of line between Trelle Junction and 

“Morinville, in the province of Alberta, and began joint use of 20-24 miles of the 
_ Northern Alberta Railways line between N.A.R. Junction and Morinville on 
September 1, 1947. 

The Research and Development Department continued its investigations. of 
mineral areas, with particular attention to new mining developments. New 
projects undertaken included surveys of forest and fisheries resources. Studies of 
industrial localities were continued and an important aspect of the year’s work 
_ was related to the reoccupation and adaptation to industrial use ‘of wartime 
plants and structures. , 
| Approximately 73,000 immigrants entered Canada during the year as 
ndependent settlers-having resources enabling them to become established as 
workers in the primary industries, or as relatives nominated by Canadians. The 
Railway’s Department of Colonization and Agriculture assisted in the movement 
and is organized to play an even greater part as immigration grows with the 
vailability of shipping space. | 
_ Attention is once more directed to the lack of equality of competitive 
conditions as between rail and highway transport. 

_ The directors express their appreciation of the loyalty and devotion to duty 
_ Of the officers and employees throughout the System during the year. 
There is a note at the bottom which says: 
: The results of 1947 operations of Trans-Canada Air Lines in both domestic 
_ and overseas services are contained in a separate report to Parliament as required 
__ by The Trans-Canada Air Lines Act, 1937. | 

That, gentlemen, is the narrative concerning the report. 
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The CHarrMAN: Gentlemen, do you wish to start on page 4 and discuss the 
consolidated income account? Shall we take the report page by page? The 
result of 1947 operations is found on page 4. Are there any questions with 
regard to that? : 

Mr. Nrcuotson: Mr. Chairman, in connection with the item found at the 
bottom of the page, “Interest on government loans, $20,002,434.85,” I wonder if 
the president could make a statement regarding the progress which has been 
made in persuading the government to give some relief in connection with 
capital charges? ; 

Mr. VaveHan: All I can say about that is that I think the matter is still 
under consideration. Probably Mr. Chevrier could tell you something about that. 

Hon. Mr. Cuevrier: I could not add much more than I said in the House 
the other evening. The question of income bonds has not been up for study 
since—_l think you asked the question at the last hearing—other than in a 
general way. The question of recapitalization. is one which: deserves serious 
consideration and Mr. Nicholson should have an idea of the reception it would 
have in the House of Commons following the debate of the other evening. There 
is certainly not unanimity on the question. Of course, what did delay any 
further serious consideration of either snecome bonds or capitalization was the 
freight rates investigation, and until that has been completed it was thought that 
no further consideration could be given to either of these two items. 

Mr. Nicuotson: When the matter was up in 1946—I am looking at the 
proceedings on page 27—the president was asked by Mr. Jackman as to what 
sort of adjustment would be necessary to give us a satisfactory position with 


. 


respect to the Canadian Pacific and first-class railways in the United States, and 


the president said, “We would say that we should have a proper set-up, one 
which would make our fixed charges not more than 25 per cent of what they 
are today.” 

Do I understand that if we had that sort of set-up we would not have had 
any deficit at all last year; that the deficit of about $15,000,000 would not 
have existed if we had the sort of set-up that you think would be fair? 

Mr. Vauauan: We still think our interest charges are entirely too high. If 
you look at the C.P.R. annual report you will find interest charges $15,000,000; 
ours come to nearly $44,000,000. It is a big handicap for us to begin with. 
However, there are a lot of matters which no doubt have to be considered in 
connection with the adjustment. 

Mr. Nicuoxtson: If your interest charges were a quarter of what they were 
Jast year there would not have been any deficit? 

Mr. Vaueuan: Oh, no, we paid all the interest charges, $24 000,000—due on 
securities in the hands of the public and we paid $4,000,000 of the government 
interest. 

Mr. Nicuotson: In addition to pressing for increased freight rates would 
-t be one of the responsibilities of the board of directors to press the government 
for a more satisfactory adjustment? ; 

Hon. Mr. Creveter: I can say that they have been pressing. 

Mr. Vaucuan: We have not been backward in that respect. 

Hon. Mr. Cueveier: If Mr. Nicholson and Mr. Jackman could agree on 
this thing, perhaps the government could give consideration to bringing 
something down in the House. 

Mr. Jackman: It is so difficult to know where the government stands. 

Hon. Mr. Curvrisr: You agree and you will find out where we stand. 

Mr. Fuuron: Is there any statement available to the members of the com- 
mittee, in respect to the matter which has just been mentioned? 


er ae) = 
tees Wr 


RAILWAYS AND SHIPPING 13 


a Hon. Mr. Cuevrter: Mr. Vaughan, I believe, made a submission in 1947. 
I think it is available. 
. Mr. Fuuron: Could you refer us to that? 

Hon. Mr. Cuevrter: If you will look at the 1946 proceedings, you will find, 
in the minutes of evidence, practically all that is required. 

Mr. Ret: Is there an estimate of what the actual saving would be? 

Hon. Mr. Cuevrirer: If the income bonds were accepted in lieu of the notes, 
: I think it was estimated the saving would be about $12,000,000. 

3 7 Mr. Cooper: In 1947, it would be $13,700,000. 

“ _ Mr. Hrynxa: Would you have figures showing the operating loss or profit 
© of the C.N.R. east of Fort William and also west of Fort William for the past 
year? 

Mr. VauGcHAN: We could file a statement showing that. 

Mr. Hrynxa: That is one of the contentious points. I should also like to 
ask for an explanation of the statement made by the president concerning the 
i 21 per cent increase. It has been stated there was only an over-all increase of 
E134 per cent. . , 

a Mr. VaucHAN: That is correct. 
Mr. Huynxa: Would you explain that? - 
) Mr. VauGcuan: It is due to the fact there are so many exempted commodities. 
- There was no increase granted on grain, domestic or export, from western 
_ Canada. This forms quite a large proportion of the business of both railways. 
Then, on coal, there.is a specific increase of 25 cents which is, of course, a very 
small percentage of the coal rate. After all these exemptions and specific rates 
| are taken into account, the over-all increase on all the traffic we handle is 
em only 133 per cent. 
oe Mr. Jackman: The fact there is no increase on grain is understandable, 
2 but why was there such a small increase on coal? What is the philosophy 
_ behind that? 
a Mr. VauGcHAN: That is the increase which was granted by the Board of 
Transport Commissioners. They thought it was fair, having regard to all the 
circumstances. | 

Mr. JACKMAN: It bore heavily on the cost of living, is that the reason? 

Mr. VaucHan: I could not say as to that. I believe the board spent a 
_ great deal of time in preparing its judgment. I do not know how many people 
will read it. 
| Hon. Mr. Cuevrier: I think the answer to your question is that the railways 
did not apply for a greater increase. 

_ Mr. VaucHan: The application we made was for 25 cents a ton because 
we felt that was all we should apply for, since the United States railways 
~~ had made a similar application. 
oes Mr. Murcu: I think the president has said that the increase is an over-all 
-_ increase in freight revenue of 13 per cent. However, the fact remains that there 
is a minimum increase of 21 per cent imposed on the commodities which are 
not exempt? 
% Mr. VAuGHAN: Yes, that is a correct statement. 
Mr. Ret: I notice that the passenger revenue is 9.8 per cent as compared 
with the 78 per cent from freight. I was wondering what the comparison would 
_ _be as to expenditures on freight and passenger service? 
E: Mr. Vauauan: That question, Mr. Reid, has been raised at different times. 
As you know, the railroads contended before the Board of Transport Commis- 
sioners that those charges could not be accurately separated. The railways 


a 
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did make an attempt to do it and I think some figures were given to the Board 


of Transport Commissioners, but they were not much more than guesses. 

Mr. Rerp: What I have in in mind is this; we meet here every year and, 
according to this balance sheet, we will have to meet deficits every year. I 
know it is expensive to keep these trains running and they are up against stiff 
competition from cars, from automobiles and aeroplanes. I am just wondering 


whether the time has not come when we should have a clear picture as to what 


it is costing to keep passenger trains and freight trains running. It seems to 
me that freight is carrying the burden. I may be wrong. I believe the 
deficit comes largely from the passenger operations and that you are loading 
that on to the freight. We should have a clear picture of that. 


Mr. Vaucuan: I think it is true, Mr. Reid, that taking “re over-all passenger 


picture into account we probably lose money in the operation of passenger trains. 


On some trains we are making money, and on others we are losing money. We 
do not think we are running any surplus passenger trains. 

Mr. Retp: It is for that reason I think the freight should be hauled into 
British Columbia over your line and the passenger traffic should be routed over 
the Canadian Pacific. There is this difference in the grades. 

Mr. Fuuton: What about the areas which are not served by the Canadian 
Pacific? 

Mr. Rem: We will have to make an agreement on that. Why should we 
be penalized because the Canadian Pacific took the wrong grade. It is for that 
reason there is no mountain differential on the Canadian National. I am taking 
a stand on it. I say the passengers should be carried by the Canadian Pacific 
and the freight should be hauled by the Canadian National. 

Mr. NicHoxtson: I understand that the Canadian Pacific over the years, 
has given a breakdown showing the revenue from freight in the different regions? 


Mr. VauacHan: The only time figures were given, so far as I am aware, ~ 


was before the Board of Transport Commissioners. An attempt was made at 
the request of the board and the opposing counsel. to make a separation. Those 
figures were given to the board. I do not remember the figures, but they will 
be in the evidence. 


National? 


Mr. VaucHan: Mr. Cooper has not got them here, but we will get them 
for you. 


Mr. NicHoitson: In connection with this item on government loans, what 
rate of interest is paid? 

Mr. Cooprr: It averages 2-9 per cent. 

Mr. VaucHan: Some rates are higher than others. For instance, on these 
vested securities, that is the securities vested in England during the war and 
brought out here, we pay 34 per cent. Those are the securities for which we 
suggested income bonds should be taken. 

Mr. Cooprr: You will find all that information set out on page 19 of the 
report. ; 


Mr. Nicuortson: I understand the late Senator MeGeer was very critical 
of the fact the Government charged its own public utility such a heavy interest 
rate. «What negotiations have you had with a view to getting a lower rate? 

Mr. VaucHan: We have been co-operating right along with the government 
and they have been adjusting these rates from time to time. The rate is now 
approximately 3 per cent. which is considerably lower than it was at one time. 


We take that matter up continually with the Department of Finance, asking 


them to meet our views in connection with it. 


Mr. Nicuoutson: Have you your figures available, that is for the Canadian 
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_ Mr. Nicuotson: What defence did you have in reply to Senator McGeer? 
_ What defence was offered by the government for such a large item each year 
in your balance sheet? | | 

Hon. Mr. Cuevrier: If you wanted to go into that question thoroughly. 
you would have to call the officials from the Department of Finance and 
ascertain why they insist on those payments. 

Mr. VaueHan: Returning to those repatriated securities, as I understand 
it, the ruling from the Department of Justice says that the government could 
not accept income bonds except by an act of parliament, nor could the interest 
rate be reduced without an act of parliament. 

. Mr. NicHotson: How about Mr. Cooper, does he think these interest rates 
____ are fair in the light of present interest charges? 
‘i Mr. Cooper: On the repatriated securities, the rate is o4 per cent. First 
_ of all, we do not think there should be any fixed interest rate. For the last 
_ _ three or four years, 34 per cent has been in excess of the going rate. 

Mr. Nicuoitson: You have made representations to the government? 


ae Mr. Cooper: Yes, and we were told it would need an act of parliament to 
- change the situation. 
‘a Mr. Nicnouson: Acts of parliament are going through quite frequently. 


What is the trouble getting an act of parliament? 
Hon. Mr. Cuevrrer: I answered that question a moment ago. I told you 
_ the government was of the opinion that, so long as the freight rates investigation 
was pending, it should not proceed to deal with this question; that is the answer. 


Mr. Furton: Mr. Chairman, I am afraid I am getting confused. I cannot 
reconcile the interest rate shown here on loans from the Dominion of Canada 
- with the total shown in the Canadian National Railways Security Trust, where 
there are outstanding a large proportion of 6 per cent dominion notes. Are 
those loans advanced from time to time by the sovernment, those dominion 
notes? 

Mr. Cooprr: All the securities which are held by the dominion government 
through the Security Trust are collateral securities. They do ‘not carry a present 
fixed charge against the railway. They are only collateral securities for the 
loans which were transferred to the Security Trust in 1937. We are not paying 
interest on them. 

Mr. Fuuron: You are not paying 6 per cent interest on them? 

Mr. Cooper: No. The loans on which we pay interest are those amounts 

set out on page 19, which amount to $689,000,000. The interest in 1947 was 
$20,000,000, and the average interest rate was 2-9 per cent. The securities 
which are held by the Security Trust are a different set of securities altogether. 
They represent old loans for deficits and for interest which were written off, 
so far as the railway is concerned, in 1937. They were transferred to the 
security Trust. They are held there inactive, for certain reasons, but they are 
not currently an obligation of the railway system nor do they carry interest 
chargeable against the railway system. 
The CHarrMAn: Are there any further questions in connection with page 4? 
Mr. McLure: There is a question in connection with the passenger revenue 
of $43,000,000. Is there a tax on all passenger rates at the present time, a 
government tax? 

Mr. VaucHan: Yes, there isa tax. I do not recall what it is, but there is 
a tax which the purchaser has to pay. I believe it is 15 per cent. 

Mr. McLure: Would that be included in this figure? 
Mr. VaucHan: No, sir. 
Mr. Cooper: That is revenue to the government, not revenue to the railway. 
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Mr. McLure: If the government was to remove that tax, but leave it for 
the benefit of the railway’s passenger operation, what would it amount to, 
$7,000,000? Does the tax amount to about $7,000,000 now? . 
Mr. Cooper: Taking 15 per cent of $43,000,000, it would be something less 
than $7,000,000. ; 

Mr. McLure: It is not included in the figure? 
Mr. Cooper: No. 
Mr. McLwre: What about sleeping car and parlour car revenues? 

Mr. Cooper: The breakdown of revenue is given in further detail on 
page 15. Sleeping car revenue is $3,176,000; parlour and chair car revenue 
amounts to $303,000. The $43,000,000 is for passenger fares. It does not 
include sleeping car or dining car revenue. It is not passenger train revenue, it 
is passenger fare revenue. 

Mr. McLure: On that, there is a tax of approximately $7,000,000. 

Mr. Cooper: If the tax were removed it might stimulate passenger traffic 
a little from which the railway would receive benefit. 

Mr. Jackman: You did not ask for an increase in passenger rates at this 
recent inquiry? ; 

Mr. VaucHan: No, sir, we have not asked for any increase. — 

Mr. Jackman: Why did you not ask for an increase which would, at least, 
be commensurate with the 15 per cent tax which the government 1s collecting? 
It would seem the traffic would stand that rate? 

Mr. VaucHan: We thought we would deal with one thing at a time. We 
have had enough difficulty with the freight rates. 

Mr. McLure: All you would have to ask would be for the government 
not to charge the tax but let you charge it and retain it as revenue for your 
passenger operations? 7 

Mr. Vauouan: It is-a tax assessed by the government. If the public did 
not have to pay it, we would not get the benefit of it. 

Mr. Murcu:° What is the difference between doing that and paying 
$7,000,000 as a deficit? It comes out of the same pocket. 

Mr. Jackman: How much would you estimate the tax to be in round 
figures? 

Mr. Cooper: On passenger fares, about $7,000,000. 

Mr. Jackman: And on sleeping cars, the total tax? | 

Mr. Cooper: It would seem to be somewhere between $1,000,000 and 
$8,000,000. 2 

Mr. Jackman: Are there other taxes on shipping which enter into. our 
calculations? There is the sales tax which enters into all costs, of course? 

Mr. VaucHAN: Yes, it does. This is the only direct tax on passenger fares? 

Mr. JackMan: Is there a tax on T.C.A.? 

Mr. Cooprr: There is a tax on domestic T.C.A. transportation. I doubt 
whether there is a tax on the overseas traffic. 

Hon. Mr. Cuevrirr: The tax applies also on motor buses and so forth, 
all transportation. 

Mr. Jackman: Returning to this increase on coal, is this 25 cents a ton 
all the railroads have received since they last received an increase? 

Mr. VauaHan: No, I think they have received more than that. I think 


their first request was for 25 cents a ton. They have had subsequent increases 
since. 
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Mr. Jackman: Are you able to say what the actual cost is for hauling 
-acar of coal over the line? Are you able to break that down? 

: Mr. Vaucuan: I think perhaps we could do that. It would require a little 
accounting to do it. It depends, of course, on the part of the country in which 
the coal is located; the grades and the number of cars we can haul over those 
grades; the distance the coal moves and so on. 

Mr. JAcKMAN: As a major commodity item, could you say whether or not 
the railway is making or losing money on the hauling of coal? 

Mr. Vaucuan: I do not think I could say that, offhand, except to say that, 
in a general way, we are losing money on almost everything we handle if all the 
eharees are taken into account. 

The CHarrMAN: Are there any other questions on page 4? 

Mr. Nicuotson: I do not think the revenue from mail is up very much. 
The Canadian Pacific, in its report, does not give the revenue received from 
mail. Have you any idea whether you are getting a fair proportion of the 
_ revenue from that source? 

Mr. VaucHan: We take up with the Post Office Department, from time 
to time, the question of giving us an increased amount of mail. I believe our 
situation 1s improving. 

Mr. NicHo.tson: What percentage of the amount of revenue paid by the 
Post Office Department is the Canadian National receiving? 

Mr. VaucHan: We received an increase last year. The statement shows 
the increased revenue from mail in 1947 to be $307,000 of which $132,000 was 
on our United States lines. 

Mr. Nicnotson: Have you figures showing the percentage received by the 
Canadian Pacific? What percentage does the Canadian National receive? 

Hon. Mr. Cuevrier: The Canadian Pacifie received around $4,000,000 and 
the Canadian National approximately $4,500,000, a little over 50 per cent. 

Mr. VaucHan: According to the Canadian Pacific’s last report, they 
received from mail $4,175,758. We show we earned $4,583,009 from mail. Some 
of that, of course, was on the United States lines. We have not got that broken 
~ down. We could handle more mail than we are handling. We have had this 
question before the Post Office Department from time to time. I think UneY. are 
considering it. For instance, we do not get any mails between the east and 
~ Vancouver, the Canadian Pacific gets that anak 
‘ Mr. NicHouson: You are not carrying any mail from Montreal to 
— Winnipeg? 

Mr. VaugHan: We carry ‘some local mail, but most of the through mail 
~ between the east: and the west is carried by the Canadian Pacific. 

Mr. Nicuoison: You are still negotiating to get your share? 

Mr. VAUGHAN!) Yes. 

" Mr. NicHoison: I imagine that is rather profitable Se to carry. I imagine 
: the Canadian National should be able to carry it as well as the Canadian Pacific. 
Mr. Warton: We do have a mail contract between Toronto and Winnipeg. 
. dg Mr. Nicroison: But not between Montreal and Winni peg? 

Mr. Watton: There is some closed mail; a mail car operates on our train 
No. 3 each day, Toronto to Winnipeg and return. 

Mr. NicHotson: The Canadian National has well over 50 per cent of the 
mileage in Canada? | 

7 Mr. Vauguan: We have over 21,000 miles in Canada and the Canadian 
5 Beacitc operates between 16/17,000 niles: 
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Mr. Nicuouson: The Canadian National has 60 per cent of the wilaee 
and therefore should be entitled to 60 per cent of the revenue. - J 

Mr. VaucHAN: We believe we ought to receive more mail. We are 
continually negotiating with the Post Office Department. As you will see from 
the report, we are improving our position. 

Hon. Mr. Curvrier: The T.C.A. carries some proportion of the mail, too. 

Mr. Nicuotson: Do you know what proportion? 

Mr. VauGcuan: Their statement is here. 

Hon. Mr. CuHevrier: $3,000,000 approximately. 

Mr. Fuuton: The T.C.A. could not be said to be competing directly with 
the railway because it carries air mail. 

Hon. Mr. Cuevrter: It is a matter of dividing up the payments made by 
the dominion government in respect of the carriage of mail. The T.C.A. is a 
subsidiary of the Canadian National. 

Mr. VaucuHan: I do not think the T.C.A. mail revenue should be included 
in what the Canadian National receives. 

Mr. Mutcu: It is a matter of apportioning what the government pays. 

Mr. Vaucuan: T.C.A. mail revenue in 1947 was $3,808,000. 

Mr. Nicuotson: I wonder if Mr. Cooper could work out the ratio of miles — 
of railway and the ratio of the revenue the two companies are getting for mail? 
Could you do that and give us the information later? 

Mr. Cooper: The Canadian National and the Canadian Pacific? 

Mr. NicHoLson: Yes. 

The Cuamrman: Any other questions before we proceed? 

Mr. Jackman: May I ask Mr. Vaughan why passenger revenues were down 
substantially last year? I assume wartime traffic, war personnel, was pretty 
well over in 1946? | 

Mr. Vaucuan: The general passenger movement declined. The holiday 
and weekend traffic was not bad, but the ordinary day to day traffic showed a 
distinct falling off. | 

Mr. JackMAN: Was that due to the loss of wartime traffic? 

Mr. Vaucuan: There are several reasons for it. I think one reason is the 
bus lines. They are getting more new buses. There are more private cars on 
the road than there were. People are not using railway facilities for passenger 
traffic as they did during the war. 

Mr. Murcu: On this point do you estimate that any considerable improve- 
ment could be made in that with the introduction of more modern equipment? 

Mr. VaucuHan: I doubt it. We are improving our equipment all the time 
trying to hold the business which we have. 

Mr. Mutcu: Do you think that would be a substantial factor? During the 
war you were not able to do so but now you are able to bring your equipment 
up to date. Do you anticipate that will offset to any considerable degree the 
increasing popularity of bus and individual motor traffic? 

Mr. VaucHan: It might in some cases and between some points, but 
generally speaking I do not think it will add a great deal to our revenue, 

Mr. Futton: Do you include there the speeding up of your passenger 
schedules? Mr. Mutch mentioned the improvement of equipment. What I am — 
getting at is do you think if you are able to speed up your schedules considerably, — 
which I understand potentially you are able to do, that would aie to restore 
passenger traffic? | 

Mr. VaucHsANn: Have you reference to transcontinental trains? 

Mr. Funron: Yes, and the main points served by the transcontinental trains, 
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Mr. VaugHAN: The transcontinental trains they are timed to depart from 
and reach destinations at convenient hours, to reach important places like 
- Winnipeg, Saskatoon and Edmonton at convenient hours. We leave Montreal 
at night with a passenger train. We get to Winnipeg in the morning. We get to 
Saskatoon in the evening and to Edmonton the next morning and to Vancouver 
’ the next morning. There would not be much object in leaving Montreal later in 
_the evening, and arriving at Vancouver at say 4 o’clock in the morning. It 
would upset the whole schedule from Montreal to Vancouver. 

Mr. Futton: You could cut 24 hours, or we will say 12 hours, off your 
transcontinental schedule. Some places might have to be inconvenienced a little, 
but do you not think it would help to restore passenger revenue? 

Mr. VaucHan: I do not think we have got the population in Canada to 
warrant trains of that kind. If we had a large population like the United States 
it might be a different story, but after all we do not serve a very heavy popula- 
tion going across the country. In fact, we could carry more passengers than we 
are carrying at the present time. If we were going to take 24 hours off a train we 
would simply have to cut out a great many stops which we now have. We would 
arrive at Winnipeg, Saskatoon and Edmonton at inconvenient times, and | think 
we would lose more than we would gain. 


Mr. Reto: Of course, you have not tried that. Take the trip from the 
coast. I know if you want to go by plane you have got to book almost a month 
ahead of time. There are so many people coming to Ottawa, Toronto and 
_ Montreal from the Pacific coast. I know if you want to travel by air you have 
got to book one month ahead to get a seat. Why is it that traffic has increased 
there? You must have lost a percentage of that to them, probably not all. I do 

not agree with you about the inconvenient hour because if you travel by plane 
heaven knows you leave and land at any hour and still travel is increasing, I 
want to ask one question. If you had to could you not clip a great number of 
hours between here and Vancouver or New Westminster? 
Mr. Vaueuan: There would be no object in cutting the time between here 
and Vancouver unless we cut it. 24 hours. 
Mr. NicHoitson: Twelve hours. 
| Mr. Rerp: I might say that I left here once ten hours late from Ottawa 
and I arrived on the dot right in New Westminster. It was a revelation to me. 
They clipped 10 hours off, picked up 10 hours. | 
Mr. Wa.ron: There is a distinct difference between making one trip under 
that condition and doing it day in and day out. 
Mr. Rep: I should like to know how many passengers from New West- 
minster and Vancouver are going down by the Great Northern and coming across 
to Toronto through the United States. To my knowledge I have met twelve at 
Jeast who say that they enjoyed the trip and made it a little cheaper and almost 
“a day faster. You say it cannot be done. You do not know whether it can 
be done. > | 
| Mr. VaucHan: We made a check on that situation. It is true there are 
passengers from Vancouver and New Westminster going east by the Great 
Northern. They go to Seattle. 
Mr. Reip: To save time. 
Mr. VaucHan: I think some of them do it because it shows them something 
new. They have better equipment, that is quite true, and they. make faster 
time although some we have talked to tell us they get a rather rough ride on these _ 
fast trains, but our passenger travel in Canada is an entirely different thing, 
of ‘course. 
Mr. Rei: Do not talk about rough rides. 
10761—2} 
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Mr. Vaucuan: We have not got the population, Our passenger department — 
is studying this situation all the time. We think we are losing enough money on — 
passenger trains as it is now and, of course, as you know, under existing conditions — 
if we put on a fast streamlined train equipment for one train would cost 
$1,000,000. a 

Mr. Ret: I realize that. 4 

Mr. Warton: If we were going to speed up the service materially we would ~ 
have to spend a lot of money on the track. A 

Mr. Nicuotson: You are running two trains from Vancouver east an hour @ 
apart. Could you not run one of those as a fast.train on an experimental basis — 
to see what would happen? ” 

Mr. Watton: You have spoken of that before in this committee. We have 
developed it with our people and had them contact quite a large number of people, — 
get a sample of opinion, and the morning departure from large cities 1s not 
favoured by the travelling public. | 

Mr. Reip: Some day they will have a concrete highway right from coast — 
to coast. 1 think the railways should be preparing for that because I maintain ~ 
once we have that in Canada instead of compelling our people to go down through ~ 
the United States you will have all kinds of buses the same as they have in the 
United States now. You are not preparing for that. Are we going to take the — 
position forever we will not have a concrete highway just because it is going to — 
take traffic from the railways? We might as well be candid. That is the chief 
reason we have not got it. The government would not admit that but everyone — 
around parliament knows that. I think the C.N.R. should look ahead and start — 
to modernize so that they will be able to compete. If the Great Northern can — 
do it so can you. | : 

Mr. Murcu: Whether or not it makes sense the fact is that people, whether — 
the six hours is worth anything to them or not, will stand very considerable — 
amount of inconvenience to get some place in the middle of the night. I do not — 
discount the fact that we like comfort in this country to a degree which may not 
be universal, but the fact remains that people fly. They leave at ungodly hours, — 


three or four o'clock in the morning. They sit up often uncomfortably all night 
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and arrive at equally inconvenient hours and try to do business that day without . 
having had a night’s sleep when in 12 or 14 hours longer in the summer time and 
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that the idea of speed has popular appeal. I am inclined to think that the C.N.R. 
has not capitalized on that. It may not be sensible from a conservative point 
of view. The present vogue may be much more practical, more comfortable and 
more convenient, but I would be very much surprised if more people would not 
get up to catch a train or stay up to catch a train in the middle of the night to 
save six or seven hours than vou are getting at the present time with your much > 
more leisurely and comfortable trip. 

Mr. VAauGHAN: It is interesting to get the two sides of the picture. Our 
passenger people pericdically make a survey of the situation to get public opinion ~ 
on it. We run our trains largely to meet the requirements of the public as — 
expressed to us. There is no doubt it would be much nicer if we could run fast : 


trains through to the coast but it would be a matter of tremendous expense, and — 


we doubt very much if it would be warranted under existing conditions. : 


perhaps more quickly in the winter time they could go by train. The fact remains | 


Mr. Furron: Is it not a fact most of the expenditure would have to be made ~ 
on the track, and if you had your track improved as I understand it you could & 
cut some considerable time off were you permitted to do so by the Board of © 
Transport Commissioners. Would not most of the expenditure have to be made — 
on the track? If that is the case would it not be worth while doing that because ~ 
I believe you could run with your present equipment on a good track with faster — 
schedules. Am I not right? . a 
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ke Mr. Vaucuan: The situation is a pretty difficult one to deal with. To run 
trains at 60, 70 or 80 miles an hour across the country you would have to spend 
- a tremendous amount of money in improving our lines, straightening out curves. 
@ We have considered whether or not it would be warranted. We cannot see with 
the population of Canada as it is today that we would be justified in spending 
~ millions and millions of dollars in getting our road in shape to take 24 hours off 
q our trains from Montreal to Vancouver. It would be a colossal undertaking to 
= do it. 
4 Mr. McCuuiocu: Your deficit would be a great deal more than $15,000,000. 
Mr. Nicuotson: How about taking 12 hours off? 
ee Mr. Vauauan: You throw your schedules out, the times of arrival and 
_ departure all across the country. We are constantly studying this train service, 
~ and I think Mr. Walton has a committee which is studying from time to time all 
these train schedules, with a view to finding ways and means to improve them 
but, of course, we always in the final analysis look at what it is going to cost us 
~ and what additional revenue we are going to get. Unless we can balance the 
two we do not feel justified in doing it. 
- Mr. Wauron: Whatever we might do it would take some little time to 
perform the work. During the war years we did not make very substantial 
~ improvements in our track condition because of the help situation. It kept 
us busy on many lines to keep the track in as good condition from year to year 
as it had been without making material improvements. It is only in the last 
» couple of years that we have been able to do any substantial ballasting for 
~ considerable distances, and so on, to make improvements in the track. 
a Mr. Emarerson: With regard to the maintenance of track and the matter 
of speed what proportion of it would be a matter of track and what proportion 
~ would be reduction of weight of your trains and your cars? You are building 
heavier cars rather than lighter cars now? You should have lighter trains. 
2 Mr. Vaucuan: The new ¢ars we are building are lighter than the old cars. 
- J think it would be more a matter of improving the road bed than one of 
— equipment. 
a. Mr. Exmerson: Are these new first class cars not heavier than the old 
>» ones? | 
¥ Mr. Vaucuan: No, sir; they have an alloy steel in them. It is lighter. 

Mr. Emmerson: But on that first class car you use six-wheel trucks. [ 
understand that the American roads use four-wheel trucks on the new cars, 
and I understand the C.P.R. are using four-wheel trucks? 
Mr. Vaveuan: That gets down to a matter of opinion. Our mechanical 
_ officers feel that six-wheel trucks are safer than four-wheel trucks. That is 
another matter that has been considered carefully by our people and. we are 
4 _ still of the opinion that six-wheel trucks are safer than four-wheel trucks. 
_~Mr. Warton: Some of the United States roads have started to go back 
q to the six-wheel trucks after using the four-wheel trucks for a considerable 
fe time. 
f | Mr. Morcu: As a result of the accidents they had last year? 
‘Mr. Watton: I do not know what it would be attributable to, but their 
experience seemed to indicate to them they should do that, and some have 
done it. 

Mr. Emmerson: It means about 125 tons a car. 
aq Mr. Watton: It adds considerable weight to the car, but if it is a safer 
__ proposition we think it is better. We have stayed with the six-wheel truck 
and we think we have been well advised to do so. 
Ne Mr. Earmerson: Are the new pullmans not much heavier than the old 
PF ones? 
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“Mr. Watton: The new pullman equipment on the streamlined trains in 4 
the United States is lighter. The other new pullman cars probably will not vary ie 


a great deal in weight from those of 15 or 20 years ago. ; 
The CHAIRMAN: Gentlemen, may we go on? 


Mr. JACKMAN: I presume you are interested in the operation of the pool — 


trains even though it may not be your particular crews that are running them. 
I have reference to the Ottawa-Toronto train, the second section particularly. 


On Saturday morning last, for instance, the train was an hour and a half late 


on that run. It is not a very difficult run to make, and it is almost invariably 
late 20 minutes or more. Do you check with the other railway inasmuch as 
it is a pool train and giving service to your customers as well as to the C.P.R.? 

Mr. VauGHAN: These matters are constantly under discussion with the 
Canadian Pacific Railway. Are you referring to the night train or the day 
train? ; 


Mr. JackMAn: The night train, the second section. I think that is the - 


GrPi Rone 


Mr. VaucHan: Yes. That runs over C.P.R. track from Ottawa to Toronto. ~ 


Mr. JAackmMAN: I understand the first section, the C.N.R. one, is usually on 
time, but when the second section is an hour and a half late on a Saturday 
morning it is quite a serious matter. 


Mr. VaucHan: There probably was a good reason for it. Do. you find that 
as a customary thing? 


Mr. JAckMaANn: Not quite an hour and a half, but 20 minutes or more. 
That is usual. May I ask if you have a department which tabulates the lateness 
of arrivals of trains? 

Mr. VaucHan: Oh, yes. We have our transportation department which 
keeps a record every day of the trains. There is a sheet on Mr. Walton’s desk 
and on my desk every morning as to the train performance, and those delays 
are followed up in each case. 

Mr. JAcKMAN: Does that include pool trains? 


Mr. VaucHANn: Yes, it would include pool trains where the pool trains run 
over our line, but where they run over the C.P.R. we do not get that. 


Mr. Watton: We do not get the details of that from day to day. If there 
is some unusual case we may inquire about it, but we do not get the same 
detailed statement each morning on the pool trains that operate over the 
Canadian Pacific as we do on the pool trains which operate over our own tracks. 
That we get every morning. 7 
Mr. Jackman: How do you find your first section to Toronto from Ottawa? 
Mr. Watton: You are speaking of the two sections of the same night 
train? 
Mr. JACKMAN: Yes. 

Mr. Watton: They both operate on the Canadian Pacific. 


Mr. Jackman: The second section carries some of your pool passengers. 
It may be an accommodation for your line against competitors, but it is very 
bad. 


Mr. Vaucuan: In these pool trains the mileage is balanced. The night 
trains run over the C.P.R. between Ottawa and Toronto. The day train comes 
down to Brockville and there hooks up with the pool train at Brockville on 
our main line. 

Mr. Jackman: I understand the Rock Island Railway in the United States 


have some special passenger trains with diesel locomotives which are fast and 
very profitable. 
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Mr. VaucHAN: They have put on several of what they call their rocket 
trains which are equipped with diesel engines and lght weight passenger 


equipment. I believe they are doing fairly well with them. 


Mr. JacKMAN: Is there anything in that idea that we could make use of 
for the run between Montreal and Toronto or other well populated sections? 

Mr. VauGHAN: We cannot as yet get equipment of that type in Canada, 
and we do not feel like paying the 35 per cent duty on it. 

Mr. Mutcu: Probably they would not let you have it right now. 

Mr. JackMAN: I notice in the operating statement you have an outgo 
on the rental of equipment which is quite substantial, is it not? 

Mr. VauGHan: Yes, that is true. 

Mr. Jackman: $7,000,000. Why is it we cannot provide enough cars for 
our own haulage? Even though some may be used in the United States and 
we may have the use of some of their cars it seems to me it would be a very 
good source of American funds rather than to have to use American funds 
for American cars. 

Mr. VAUGHAN: Ever since the beginning of the war we have taken delivery 
of all the equipment we could get from the car builders in Canada. The car 
builders in Canada have been a year to a year and a half late in delivering 
equipment. We have a lot of equipment on order now. We are catching up. 

Hon. Mr. Cuevrisr: It is a question of steel. 

Mr. VAuGHAN: Steel and other things. For instance, we cannot get delivery 
on new equipment from the car builders now until 1949. We have orders in 
effect which will not be delivered until 1949. We have been getting all the 
freight and passenger equipment we could all during the war. Of course 
materials were required for other purposes, and there were restrictions on the 
quantities that could be ordered. 

Mr. Watton: I might say that of the 5,700 box cars which were ordered last 
year over half of them have now been delivered. With the balance to come in 
the next few months, plus another 1,000 which were ordered in 1948, our equip- 
ment should be in fairly good shape i in regard to box cars, but. one big item of 
this expense that you speak of is in connection with the so-called open top 
equipment due to the large movement of coal from the United States which takes 
place all the time into Canada. 

Mr. JAcKMAN: Is there anything in our agreement with the American rail- 
roads with regard to the interchange of rolling stock which would prevent us 
from having a substantial credit item on that account? 

Mr. VAHGHAN: Not if we had the equipment, in the ordinary interchang 
between the United States lines and ours the regular per diem ‘charge would 
apply. 

Mr. JACKMAN: Would you expect if we had a surplus credit on the inter- 
change of cars that the American railroads via the American government might 
complain? 

Mr. VAUGHAN: If there was a surplus of cars the American railroads would 
want to use their own cars where they originate traffic on the American railroads, 
but I do not think they would object to us sending our own cars down for our 
own coal, for instance, if we had sufficient of them. 

Mr. JACKMAN: Could you get two-way traffic on that? 

Mr. VauGuan: In that case we would have one-way traffic. We would have 
to send the cars down light to the mines in the United States to be loaded. 

Mr. Watton: We have done that at times when we have had cars to spare. 
It is quite permissible to send our cars down for the return load. 


Mr. JAcKMAN: Send them down empty? 
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Mr. Watton: Yes. 

Mr. JACKMAN: Is that a very costly operation? 

Mr. Wauton: It pretty well balances up with their cars coming up loaded 
and in all likelihood going back empty, not entirely, but in large numbers. 

Mr. JAcKMAN: That would seem to be a waste to send empty cars both 
ways? 
Mr. Watton: We furnish loading any time loading is available to United 
States points, but there is a heavy empty return movement of coal cars all the 
time to the United States. 

Mr. JACKMAN: Our reciprocal arrangements between the United States and 
Canada in regard to rolling stock are happy ones, are they? 

Mr. Waurton: They are just as reciprocal as they are with any other United 
States railway. The Canadian National and Canadin Pacific and other Cana- 
dian roads are members of the American Association of Railroads and have all 
the privileges and arrangements that are available to members of the American 
Assocition of Railroads. 

Mr. JAckMaNn: Not knowing anything about those regulations do they work? 

Mr. Waurton: There is no regulation in them that makes any exception of 
Canadian roads. 

Mr. NicHoutson: We had some trouble last fall with cars, did we not? 

Mr. Watton: We cleared it up. Whether it will happen again I do not 
know. It was due to the very heavy movement of coal into Canada. Eventually 
we returned a considerable number of American cars and the complaints ceased. 

Mr. Vaucuan: The situation is now well in hand. We are having no trouble 
with the United States railroads or with the office of defence transportation in 
the United States at the present time. | 

Mr, JackMan: What can you send down from Canada in the coal cars? 

Mr. VaucHan: Lumber, timbers. 

Mr. JAckMAN: Moving from the same area where the coal arrives? 

Mr. VaucHuan: It is not always just the same area. We are permitted 
to move a car a reasonable distance if by doing so a return load can be obtained 
for it. That is within the car service regulations. : 


Mr. JAcKMAN: Most of the coal cars that bring up coal from Pennsylvania 
and west Virginia go back with a full load? 


. Mr. VAUGHAN: Not most of them. That is the trouble. There is a one-way 

return movement to a considerable extent, but there is also quite a bit of return 
loading for them with lumber, and so on, moving into the United States. There 
is some pulpwood. Coal cars go into the maritimes in various places and get 
pulpwood or lumber or other commodities going back. 


Mr. JackMAN: Mr. Hatfield, one of our colleagues in the House from New 
Brunswick raised a complaint in the House one day that owing to the recent 
excise tax whereby we could no longer import as many fresh vegetables as 
formerly the American railroads would not send cars up to New Brunswick 
so he could have cars available for potatoes, I presume, and matters like. that. 
Has that been a serious problem? 


Mr. Vaucuan: It did affect our business a little when these restrictions 
came on, but as far as refrigerator cars go, as I understand it, Colonel McLure, 
you have all the refrigerator cars you need now. 

Mr. McLure: At the moment we have. I should like to ask this question. 
Are those refrigerator cars Canadian National owned or are they rented from 
the American refrigerator car companies? 

Mr. Vaucuan: We have to rent many refrigerator cars from the United 
States refrigerator car companies. We are constantly building new refrigerator 


Re ditioned cars. At present they use heated cars and if they are taken out of 
_ the cars in zero weather the entire lot of rose-bushes may be spoiled. The 


buyers then claim that they sold them those rose-bushes that were dead, but of 
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cars. We are building 300 in our own shops at Winnipeg at the present time. 
We are improving our situation. A good deal of this refrigerator movement 
is a seasonal one—taking apples from B.C. or potatoes from P.E_I. | 

Mr. Warton: I notice the loading for this season up to April 15 of potatoes 
from Prince Edward Island was some 6,400 cars, which was about 200 in 
excess of the same period in the previous year. 

Mr. MclLure: There is a larger crop to move this year. 

Mr. Watton: We have had shortages from time to time due to the demand 
in various parts of the country. It is the same with refrigerator cars. 

Mr, JAcCKMAN: Does the C.N.R. own enough equipment so that when we 
have these fresh fruits and vegetables coming in you have a surplus of cars 


_ that you could not dispose of? If you had to dispose of that surplus would you 


lend it to the American railroads? 
Mr. Watton: We never have had a surplus of refrigerator cars other than 


- for short periods between seasons. 


Mr. JacKMAN: With the ban placed last November what was the effect 


on the use of your refrigerator cars? 


Mr. Watton: The effect was that less United States cars were coming in, 
which put a greater demand on our cars in Canada. 

Mr. JAckMAN: What would you use them for if there was no traffie from 
south to north? 

Mr. Wauron: Six thousand cars were loaded from Prince Edward Island 
and three thousand from New Brunswick points with potatoes. There were 
exports of perishables in heavy volume to the Atlantic coast ports—fruit from 
Okanagan Valley, B:C.—which is a steady movement and comes to a peak 
in the fall. 

Mr. JAcKMAN: Would you be able to make full use of the equipment? 

Mr. Watton: Yes, we actually were short at various times. 

Mr. Rem: I had a complaint which I think was legitimate, and after 
hearing it I thought perhaps the railway authorities were not doing as much 
as they could to help these people. I have in mind the case of this particular 
person who ships carloads of rose-bushes east, and he at his own expense and 
experience has to find out about the heating of the cars. He found out that 
in the United States the railroads pay for the experimentation that is done 
by the railroads. Here they were not heating the cars; they were freezing 
them; he is thinking of taking his trade away from the Canadian National 
Railways and giving it to the American roads. He ships mostly to Toronto. 

Mr. Watton: From what point? ’ . 


Mr. Rew: From Sardis or Chilliwack. He made the complaint and I 
do not think the C.N.R. officials go far enough in helping the shippers to solve 
their problems in keeping these rose-bushes inactive in zero and sub-zero con- 


course they do not know that until the customers plant them. This man was 
put out about it. He said, “I think I will do most of my shipping by the 
United States railroads to Toronto, Montreal or Ottawa because they are helping 
the shippers.” He says the shippers on the coast do not seem to care a ereat 


deal; they say it is up to the shipper himself. 


Mr. VaueHan: We will go into that matter. It had not been brought 
to my attention. 

Mr. Watton: We have not heard of it, but we are co-operating with the 
shippers in regard to care of special shipments. 
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Mr. Vaucuan: We have a development and research department which is 
constantly exploring ways and means otf improving conditions. We will look into 
that matter. 

Mr. Exerson: You have about 100,000 freight cars on the system. 

Mr. Watron: Yes; all classes. 

Mr. Emmerson: Have you any idea of the average number of American 
cars in operation on the system per day? 

Mr. Watton: Last week we had altogether about 7,000 U.S. cars on our 
lines in Canada and the US. lines had about 3,200 of our cars, all classes; an 
adverse balance of about 4,000. 

Mr. Emerson: We could say that that would be around 105,000 or 107,000 
operating in Canada. 

Mr. Wautron: It varies from probably 103,000 to 106,000—somewhere 
around there. 

Mr. Emmerson: Have you got records, monthly or yearly, of the freight 
car mileage, per freight car day? 

Mr. Wauron: Yes, I think that is in the report. 

Mr. Emmerson: How does that compare with what it used to be for the 
last five or six years? 

Mr. Watton: It has been climbing. We have been getting more mileage 
out of the cars, generally speaking. | 
Mr. VaucHan: It runs to over 40 miles per day. 

Mr. JackMAN: In relation to 1939 what would it be? 

Mr. Wauron: It would be up, but we can get the figure for you. For the 
month of March it was 42 car miles per car day. That is the count of every 
car on the system and the total car miles as against 40-1 in March last year. 
It is on a separate report, but I can get it. It was up to 46 last September as 
against 44-1 the previous year. 

Mr. Emmerson: Is it possible to get the average for the year—tfor the 
last five years? 

Mr. Warton: We keep it as a matter of record. Would you like to have 
those figures—the car miles per car day for the past five years? 

Mr. Emmerson: The average. Have you got it monthly? It is a pretty 
important thing. 

Mr. Watton: It is something we are after all the time. 

Mr. Jackman: We are harder on our equipment. 

Mr. Watton: Of course, that goes with the higher mileage; you are working 
your equipment that much harder. 

Mr. Emmerson: Around 100,000 or 105,000 would give you 5,000 more cars. 
Mr. Watton: That is why we are striving to get higher mileage. It 1s 
improving. 

The Cuarrman: Gentlemen, perhaps the chairman should be seen ana 
not heard, but in western Ontario we may have a particular problem in the 
future. We may need a special fruit train, a fruit and vegetable train over 
that area. I thought I might mention it now. Perhaps some of your officials 
will sit in on that problem. There will be a tremendous increase in production 
over that area. It will run into, perhaps, 1,500 carloads from my particular 
distriet—carloads of fruits and vegetables. There is a suggestion at the present 
time that a fruit-vegetable train may be necessary—a daily train. So I may 
be contacting you—and perhaps the other districts too—to get you to work on 
that. The C.N.R. does not run through that district, neither does the C.P.R.; 


the Pere Marquette runs through there and they connect with your railroad 
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to go to Toronto and Montreal. I may be asking you to sit in with a group to 
discuss that. problem. 

Mr. Watton: Some of that fruit every season is brought over to Jeanette’s 
Creek and the passenger train picks up the cars. Something better than that 
may be needed because the volume is building up. 

The Currman: I believe something more will be needed. 

Mr. Nicuotson: ‘In connection with the serious accident at Dugald, 
Manitoba, perhaps the president could make some statement as to what progress 
has been made in taking these old type of cars out of the way, and also in 
connection with orders and signals. I understand that everything was in order; 
but. to a layman it would appear as if the orders in connection with traffic 
of that sort are not stated very clearly. 

Hon. Mr. Cuervrrer: I wonder if we could not go on to page 4 because we 
are going pretty far afield and this may start a discussion. 

_ Mr. Nicuotson: Well, we have had a pretty wide discussion on this 
matter. 

Mr. VaucHan: In response to that question, the accident was caused 
through not following train orders. That is to say that the orders were not 
properly carried out. 

Mr. NicHoitson: Was there any ground for misunderstanding contained 
in the orders? 

Mr. VaucHan: I do not think there should have been any misunderstanding. 
I do not think there was room for any misunderstanding. So far as equipment, 
is concerned, it is customary for all railways to use the older type of equipment 
on special trains at such times. We have not got enough modern equipment 
for special services of that kind where equipment is required occasionally; but 
we are replacing our wooden equipment. We have a large number of steel cars 
on order now, but that is a process which will take years to overcome. 

Mr. JACKMAN: On page 24 you give a detailed list of the railway equipment. 
How many of those passenger-coach cars, of which there were 1,145 in total, 
are wooden? 


Mr. VaucuHan: I think we have that information here. Quite a large number 
of them are wooden. 


Mr. Watton: —I will have to get that information for you. 

Mr. JAcKMaN: It would be quite big, probably. 

Mr. Vaucuan: I do not think there is quite half, I think one-third are 
wooden. F | 

Mr. Wauron: I have the figure somewhere here. My recollection is that 
there are about 900 when baggage cars are included, but I would prefer to get 
the figures. 
7 Mr. JAckMAN: Under the I.C.C. rules are the American lines allowed to 
: _ use wooden cars for passenger traffic? 
- Mr. Watton: Oh, yes. 
Mr. Jackman: Are there any restrictions at all tending to enforce the use 

of steel cars? 
Mr. VaucHan: They are tightening up the regulations all the time. They 

_are still permitted to use wooden cars in certain circumstances. 

Mr. Wauron: I think they have the same restrictions as we have against 
placing wooden cars between steel cars; but I know of no restrictions against the 
use of wooden cars provided they are used in compliance with the regulations. 


Mr. Jackman: Have you any equipment that is not interchangeable in the 
states? 
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Mr. Watton: We do not have occasion to interchange passenger Cars With ow 


the United States, except equipment which runs on international runs such as 
the Montrealer or the Washingtonian or trains running to Chicago. Those are 
main line trains and have steel equipment. I do not know when we have had 
occasion to interchange anything except steel equipment on such lines. The 
question does not arise as to interchange. 

Mr. JackMAN: What I was getting at was whether they had issued restric- 
tions different from our Board of Transport Commissioners? . 

Mr. Warton: No; they do not have any greater restrictions than do 
Canadian lines. 

Mr. JACKMAN: I suppose our colonist cars are all wooden? 

Mr. Warron: No, we have some 30 or 40 wooden colonist cars, but we have 
quite a large number of steel colonist cars. They were used extensively during 
the war. 

Mr. Jackman: Is the whole trend towards steel? 

Mr. Watton: Oh, yes. We are not building any more wooden cars at all. 

Mr. JAcKMAN: It is to be expected that the car-building equipment facilities 
in Canada—your own and the privately owned ones—would have a full volume 
of business extending through 1949? 

Mr. Vaueuan: I would say so. 

Mr. Jackman: And I suppose you have given contracts that will pretty 
well see them through 1949? 

Mr. VaucHan: That is correct. 


Mr. Jackman: Are they readily cancelable? Is the nature of the contract 


a firm one? 

Mr. VaucHan: They are firm contracts. | 

Mr. Watton: I have those figures, Mr. Jackman, you were speaking of. 
The total passenger equipment on the system—this includes not only coaches 
but baggage cars and all classes of passenger equipment—is 3,218. Of that 
number steel cars number 1,663; steel under frame, 633; wood, 922. In other 
words, 922 wooden cars out of a total of 3,218. 

Mr. Jackman: 1947 was a most unfortunate year for accidents, I take it, 
not only on the C.N.R. but on other railways in Canada, was it not? _ 

Mr. VaugHan:. We had quite a few accidents in 1947. Probably a few 
more than usual. 

Mr. JAcCKMAN: Is there a figure on that in the report? 

Mr. VaueHan: No, we did not mention anything about accidents in our 
annual report. | 

Mr. JackMAN: The number must be at least double—1 do not know whether 
- they were in seriousness—over previous years? 


Mr. Vaucuan: Well, I could not say offhand. We had two or three rather 


bad collisions. The human element is always with us. Sometimes for some 
reason that cannot be explained train orders are not properly carried. out. 

Mr. JACKMAN: Were any of the accidents due to the excessive use you have 
to make of the poor equipment? 

Mr. VauacHan: No, I do not think so. 

Mr. Watton: No, I do not believe that is a factor. Our investigations do not 
indicate that that is responsible. 

Mr. Jackman: Have the findings been published of all the investigating 
committees—independent ones as well as railway? 
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Mr. Wauron: Any that were independently investigated I think have been 
reported. 

Hon. Mr. Cuervrier: The findings of the Board of Transport Commissioners 
on the Dugald tragedy have been made known. The report of the Transport 
Commissioners was published in connection with that wreck, as well as a report 
made in connection with the one in northern Quebec. 

Mr. JackMAN: Would the human element be the reason given in all these 
-cases? What do you do with those who were responsible for the errors? 

Mr. VaucHan: Those who were responsible—would be properly disciplined 
—it depends upon the extent of responsibility—frequently men are discharged in 
eases of that kind. 

“Mr. Murtcu: Is it not correct to say that in both of those tragedies the dis- 
position was to bury the men responsible? They were both killed. 

Mr. Vaucuan: Yes, I think they were. 

Mr. Watton: The engineer was killed in the Dugald wreck. 

su NicHotson: How many men have been discharged for infractions. of 
Piuies Os 

Mr. VauacHaNn: There are men discharged from time to time. When they 
are discharged for violation of rule 9, they stay discharged. : 

Mr. Nicuotson: How does the number compare with previous years? 

Mr. Watton: We do not have a list of just how many men we discharge 
under rule G; but I do not think it varies one year from another. 

Mr. Vaucuan: The number is becoming less all the time. 

Mr. McCuttocu: If the driver is responsible for the accident, is the whole 
crew laid off? 

Mr. Vaucuan: No; there are different degrees’ of discipline meted out. 

Mr. Warton: Are you speaking of the Dugald wreck? 

Mr. McCuuiocH: Would the crew suffer? The engineer and conductor were 
both killed. 

Mr. Watton: The balance of the crew were laid off for a time and taken 
back to work because of what we considered a very secondary responsibility. 
The incidence of time between when they had an opportunity to know there 
was anything wrong and the moment of the wreck was very short. 

Mr. Emmerson: Have you had any accidents where your C.T.C. is in 
operation? ? 

Mr. Watton: I think there has only been one. 

Mr. Emmerson: When was that started? 

Mr. Watton: When was that started—in the fall of 1941. 

The CHarrmMan: Gentlemen, can we turn over and get a more detailed 
statement? 

_ Mr. Jackman: Have you ever transferred men who have been involved in - 
accidents from the running trades to other forms of railway employment? 

Mr. Watton: There is considerable difficulty in doing that because the 
- various trades have seniority and it is difficult to introduce a person from one 
trade into another group. It has been done in odd cases. 

The CuarrMan: Will it be O.K. if we discuss the consolidated balance sheet 
and call Mr. Cooper? 

Mr: Rep: Are we going to come back to these other matters? 

The CHatrMAn: If there is anything there we had better take it up now. 

Mr. Retp: I wanted to ask a question based on page 6. I should like to 
ask Mr. Vaughan whether he anticipated any loss of revenue in view of the 
notation on page 6 concerning the application before the Board of Transport 


30 SESSIONAL COMMITTEE | 


Commissioners for a 30 per cent increase. Do you anticipate any loss of 
freight due to the 21 per cent increase of which you have spoken. I have in 
mind the fact that some steamship companies, both in Prince Rupert and 
Vancouver, are now beginning to make arrangements to pick up freight. In 
view of this 21 per cent increase, they are going back into business. 

Mr. VaucHaN: We think we will lose very little, if any, business on account 
of that increase in freight rates. It is costing the truckers and other forms of 
transportation a great deal more than it did before. Their costs have not gone 
up in the same proportion as the railways, but their costs have increased 
very rapidly. 


rate with the 21 per cent increase added, you will lower your costs accordingly? 
Mr. VauGHAN: We will have to wait and see what develops. 

Mr. Rerp: It comes back to the question of truck competition, of course, 
with Ontario and Quebec being favoured in that regard? 

Mr. VaucHAN: We have always had truck competition and steamship 
competition. 

Mr. Rerp: I am interested in your statement made on page 6, about the 
middle of the page, which says: 


It is the view of the directors that the railways should be compensated © 


by increases in rates over and above any now to be granted. 


Mr. VaucHAN: What we had in mind, Mr. Reid, is that if we have to pay 
increased wages or increases in the cost of material, we should be reimbursed 
in some way; otherwise how are we going to meet the increased costs? We are 
faced now with an application for increased wages which, if granted, would 
amount to $92,000,000. We have rejected this application because we could not 
afford to pay. The men have applied for a board of conciliation and the 
eovernment has appointed a board of conciliation. We do not know what that 
board of conciliation will recommend. An increase of only 1 cent an hour in 
wages means $2,500,000 per annum to us. We have already had increases in the 
cost of materials since the first of the year amounting to $6,000,000 or $7,000,000. 

As you know, the price of coal was increased by 92 cents a ton in Alberta 
after the strike was over and the men were allowed an increase in wages. 
I believe there was an increase in the price of coal in Nova Scotia, too. How is 
the railway going to pay these increased costs? 

Mr. Reip: Could one infer from that statement that the 21 per cent increase 
granted will not cover any further increases in cost? 3 

Mr. VAUGHAN: It is true. 

Mr. NicHotson: Have you increased the rates all across the country the 
full 21 per cent? 

Mr. Vaucuan: Yes. . 

Mr. NicHotson: The minimum charges have been increased in Ontario? 

Mr. VaugHan: Yes, they have been increased right aeross the board. 
There may be one or two variations of which I am not aware, but generally 
speaking, the increase of 21 per cent was applied to all commodities that are not 
exempt under the Board’s order. 

Mr. NicHoutson: Iunderstand there is a minimum rate of 75 cents in the 
west on eggs? | 

Mr. VaucHan: The increase would apply right across the country. 

Hon. Mr. Cuevrier: That is covered by the board’s judgment. : 

Mr. Nrcuotson: I understand the railway is not obliged to increase the 
rate in Ontario if it wishes to compete with the trucks? 


Mr. Rem: I presume as these steamship companies go below the full rail. 
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Mr. VaucHaAN: As a matter of fact, it has been applied right across the 
board. 

Mr. Rem: It comes back to my question of a few minutes ago; if the 
trucks and ships compete, you will drop your rates to meet theirs, I presume, 
to hold the freight. 

Mr. VauGHAN: We will just have to wait and see what develops. The 
trucks are a serious competition to the railways, there is no doubt about that; 
they always will be. The trucks are finding their costs are increasing rapidly. 
i Most of the men engaged in the trucking business are organized, now. 

~ Hon. Mr. Cuevrter: The second paragraph of the Board of Transport 

Commissioners’ judgment, page 87, authorizes the railway companies and express 
companies, without publishing, to file tariffs. In accordance with item 5 on 
page 88, the minimum charge for a single l.c.l. shipment between any two 
stations to be 100 pounds at first class rate, but not less than 75 cents. 


Mr. NicHotson: How about this paragraph No. 2 on page 87. 


Competitive rates below normal rates established to meet motor 
truck and/or water competition, or other form of competition, may be 
adjusted within the discretion of the railway companies and the express 
companies concerned in accordance with a situation existing prior to 
issuing of order No. 69612, dated October 17, 1947. 


What does that mean? 

Hon. Mr. Cuevrier: If the bus companies increase their rates and the truck 
companies increase their rates, then the raliways will probably do the same 
thing—and they have, I am informed, by 20 per cent. 

Mr. JAcKMAN: You are given the authorization to increase rates. Is there 
enough flexibility within the management to lower rates if you desire to meet a 
particular competition in any one section? 

Mr. VauGcHaNn: I think we still have that privilege by order of the board. 

Mr. JACKMAN: It is not an inflexible rate fixed by the board which cannot 
be varied by you? 

Mr. VaucHan: We do not have to go to the board to decrease our rates 
r 2 S ) 

just to increase them. 

Mr. JAcKMAN: Then, if you had a profitable package freight business and 
a truck line cut into your business, you could cut your rate to whatever you 
wished? 

Mr. Retp: I am rather intrigued by a statement made on page 7 of the 
report. 


The average cost throughout the years for taw materials used by 
the railway was 50-65 per cent higher than in 1939. 


a ‘In the list of items given above that statement there are only two below 50 
| per cent and some of them go as ‘high as 254-5 per cent. I was just concerned 
with how that average could be 50-65 per cent? 

Mr. VaucHan: It would depend largely on the quantity of each material 
used. The 50 per cent figure is average applicable to all the material used. 
For instance, we used a lot of ties and we use a lot of coal. 


Mr. Mutcu: It is 50 per cent of the average expenditure? 
Mr. VaucHan: Yes. | 
Mr. Jackman: The total percentage increase, not considering the varying 


amounts of commodities, but the average increase works out at 150 per cent 
for those items selected. 


Mr, Cooper: Yes, but you will notice the headings at the top of the page: 
“December, 1947 price; December, 1939 price”. Those two prices are year 
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end purchase prices, which is a different thing from the average cost throughout : 
the year. ee 


It is quite correct to say the average cost throughout the year was 50°65 


per cent higher than in 1939, and costs are still going up. Therefore, we 
included in the report the latest figures we had which were the purchase prices 
in December, 1947. They are very much higher than the 1947 average prices. 
For example, the average cost of ties charged out throughout the year would 
include all the ties in stock at the end of 1946. 

Mr. JackMAaN: My next question will not be so far from what you are 
endeavouring to say yourself. I realize that costs in December 1947 might be 
a peak as against— 

Mr. Cooper: No, sir, they are still going up. 

Mr. JackKMAN: —a peak as of the time the report was prepared? 

Mr. Cooper: At the present time, in April, 1948, we figure our material 
costs are about $6,000,000 higher than when we made our budget. 

Mr. JackMAN: The point I want to make is this; while we understand the 
increase in costs in the forest products field, if this selection by the railways has 
increased 150 per cent on the average and, yet your total average for the year 
1947 was only up 50-65 per cent, there must be a great many commodities 
which have not increased as much as they are likely to increase, or else the 
selection of your representative commodities is extraordinarily inflated. In 
other words, you are going to have a great many commodities which are going 
to increase greatly in price, is that not a fair inference? 

Mr. VaucHan: The average commodities taken were those of which we 
used most. Our stores classification shows something like 50,000 odd items which 
we use. Some have not had as large an increase as others. 

Mr. Jackman: If you take only those which constitute your greatest 
volume of purchase, it would be impossible for the selection to be up 150 per 
cent over 1939 and yet December, 1947, prices are only up 50-65 per cent? 

Mr. Coorer: How do you get your 150 per cent? Are you adding up 
these increased percentages and dividing by the number of items? 

Mr. JAcKMAN: Yes, I qualified it to that extent in the first question. 

Mr. Cooper: After all, you might be talking about car decking, costing say- 
$1,000,000, but when you are talking about coal, you are talking about $25,- 
000,000: You must weigh those figures to get a proper average. 

Mr. JAcKMAN: I understand your reference to that, but, on the other hand, 
I presume you have thousands of items which are reasonably substantial— 

Mr. Cooper: We picked the typical items which we use in railway main- 
tenance and operation: They were not picked out because they showed unusual 
increases. They are the materials which we thought you would be interested 
in seeing. 

Mr. JAckMAN: As one of the members pointed out there is only one item 
in that list, namely, axles for freight cars, 34-7 per cent, which is below the 
50:65 figure? eee 
_. Mr. Coorrr: Rail, for instance, is only 50 per cent. Steel, generally, would 
average around the 50 per cent. : 

Mr. JACKMAN: Ties are a great expense; couplers are a considerable item 
steel castings—the remainder are lumber items, I presume? 

Mr. Murcu: It is abundantly clear what the contention is from the fol- 
lowing paragraph. 

Mr. Jackman: Are there not many items which have not gone up the 


average rate, or which we might expect will go up or else the others should 
come down? 


] 


a 


: Mr. Murtcu: Is it not a question, Mr. Chairman, of comparing a yearly 
_ average with a spot price? It is as impossible as mixing oil and water, 
4 Mr. VaucHan: That is correct. 


| Mr. Murcu: In the second place, is it not a fact that these items which 
_ are represented here are the items which represent the major portion of the 
_ expenditure? 
“ | 

Mr. VaucHan: That is correct. 


Mr. Mutcu: You pick ten or twelve out of the 50,000 items and say, 
_ “While these which require a great deal of expenditure are exceedingly high, 
_ the following paragraph explains that our average is only 50 per cent”: it 
_ seems to be elementary. 

$ Mr. Cooper: That is right, we wanted to be fair. While we gave the 
latest purchase price as compared with 1939 we wanted to be quite fair, so 
~ we also showed what the average cost throughout the year was as compared 
_ with 1939. It was only 50-65 per cent. 

Mr. Emmerson: Mr. Vaughan, might I draw your attention to the last 
_ paragraph on page 6, which reads as follows: 

E The average compensation per employee in 1947 was $2,382.31. 

a The only point I wish to raise there is that I noticed in the Canadian Pacific 
_ Yeport their average compensation for the year was $2322. This would 
4 mean the average compensation paid by the Canadian National was $60 a year 


Se. 


_ greater than that paid by the Canadian Pacific? 

Mr. VaucHan: Our figure takes into consideration the United States lines 
as well as the Canadian lines. The rates are higher on the United States lines. 

Mr. Emmerson: Does the Canadian Pacific figure take into consideration 
the United States lines? . 

Mr. VaucHan: No, sir, they only have a short mileage in the United 
States which is included in their report, principally the line running through 
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_ the state of Maine to Saint John. According to the 1947 Canadian Pacifie 


report, they show their annual wage as $2,322, and our average annual wage 
- in Canada was $2,291. Ours was less than theirs. 

j Mr. McLure: I should like to ask one question concerning long haul 
-carload freight versus local short haul freight and pick up and deliveries. Now, 
- which of those types is the most profitable? Is it not your long haul carload 
freight? You are not making a loss on that? Does not the loss in freight 
_ revenue come from the local, short haul, pick up and general delivery business? 


' .. Mr. Vaueuan: As a fule local freight rates are higher, proportionately, 
: than long hauls. Naturally when you have a train to be hauled a long distance, 
it is cheaper proportionately to haul it than it is to haul a short train a 
short distance. | 
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Mr. Nicuouson: Mr. Chairman, I wonder whether, when we meet again, 
we could have the rates for shipping a 30 dozen crate of eggs 25 miles into 
_ Regina? Could we have the rate before the increase and the rate after the 
increase? Then, could we have a similar rate for shipment into Ottawa? 


Mr. VAucHAaN: Yes, we could get it for you. 

Ie Mr. NicHotson: It is for a 25 mile limit on a 30 dozen crate of eggs. 

: Mr. VaucHAN: You would want the rate on eggs coming from around 25 
miles into Regina? 

Mr. Nicuotson: Yes, and from a 25 mile point coming into Ottawa. 

Hon. Mr. Cuevrier: Is it the express rate or the freight rate you wish? 


Mr. Nicuoutson: Both the express rate and the l.c.l. rate. 
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The Cuarrman: Are there any further questions on page 7? 

Mr. Jackman: I am still on page 4. I notice from the report you had © 
108,440 employees and the total number of hours worked was 170,187,536, — 
which works out, if I figure it correctly, to 1,570 each. Taking two weeks out 
for holidays and dividing by 50 weeks, it would make about 30 hours according | 
to my calculations. Is it a fact that the average number of hours worked — 
was 31? a 

Mr. Cooper: The number of working hours in a year is 2,496. We have 
eight hours a day, 26 days a month and 12 months a year. : 

Mr. JackMAN: That is what I thought, too, but your figures show 108,440 
employees. 

Mr. VaucHan: Some of those would be seasonal men who would not be 
employed the year around. 

Mr. JackMaN: The question I am asking has, perhaps, been answered by — 
Mr. Cooper. What is the average weekly number of hours? 

Mr. Cooper: Per month it would be 208. 

Mr. JacKMAN: That works out at about a 40-hour week? 

Mr. Murcu: It is based on a 44-hour week. 

Mr. Watton: It is based on an 8-hour day. 

Mr. JackMAN: The figure I have used is the average number of employees. 
I see on page 31, 108,440. That is the average number of employees, and the 
number of hours worked was 170,000,000. 

Mr. Coorer: No, sir, that was in 1939. The number of hours worked in 
1947 was 251,000,000. 

Mr. JAcKMAN: That is right. I am sorry. 

The CuarrMan: Is that all for that page? 

Mr. McLure: There was one little item that was drawn to my attention 
when the president was reading his report. It is on page 6. He said, “In the 
same way the so-called 30 per cent increase....” and so on, and then he adds a 
little explanation of his own that this would only amount to 13 per cent increase. 

Mr. VAUGHAN: Yes, sir. 

Mr. McLure: That is in freight rates and we have been arguing all this 
time in the House about this 21 per cent. I would like an explanation how it is: 
13 per cent as against 21 per cent. 

Mr. VaucHan: I made some remarks. 

Mr. McLure: It is not in your report; you just made a remark. - 
Mr. Vaucuan: Mr. Cooper has this statement. 

Mr. Coorrr: Based on 1947 freight revenue of $289,000,000, $69,000,000 of 
international traffic receives no increase under the recent order of the board; 
western region grain and grain products of $24,000,000 receives no increase. 
Coal and coke, $21,000,000 receives a specific increase of 25 cents a ton. So 
there is $174,000,000 subject to the 21 per cent—$174,000,000 out of $218,000,000 
receives the 21 per cent increase; and that, plus the increase on coal, averages 
out at 13-6 per cent of the total freight revenue. | 

The CHatRMAN: Are there any other questions? 

Mr. JAcKMAN: On the hotel operating income, which 1s for about $1,210,000, 
have you any idea how you are able to place worn-out equipment and decora- 
tions, as compared with what might be an adequate depreciation allowance on 
the property? 

Mr. Vaucuan: We have set aside a reasonable amount for refurnishing. 


f 
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Mr. Coopsr: For replacement of furniture and furnishings—that is a direct 
charge to operating expenses. All equipment is replaced by charges to operating 
expenses and the structure itself, of course, is kept in good repair by charges to 
operating expenses. The only thing we have not provided for is what might be 
termed obsolescence of the building itself. 

Mr. Jackman: Do you feel that last year as much was spent on repairs and 
replacements as you would have provided froin a percentage of depreciation rate 
on your hotel properties, excluding the building itself? 

Mr. Cooprr: Yes, definitely. I may say, too, during the war when we could 
not get the furnishings we wanted we set aside a deferred maintenance reserve 
for the hotels, in addition to the deferred maintenance reserve we have been 
talking about for the railway. 

Mr. Jackman: With the shortage of furniture, have you been able to buy 
as much as you wanted? 

Mr. Vaucuan: That is the reason we set. up this deferred maintenance for 
hotels. 
Mr. Jackman: I am wondering about 1947— 

Mr. VaucHaN: Carpets are very hard to get. 

The CuatrMan: Gentlemen, it is one o’clock, so we will adjourn until four 
o'clock this afternoon. 

The committee adjourned until 4.00 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 

The Cuamrman: Gentlemen, we have a quorum. We are on page 8, but I 
seem to have a recollection that Mr. Jackman had a question to ask on page 4, 
I thought we might discuss it in detail. 

Mr. JackMAN: Generally speaking, most things are based on page 4. 
May I ask this: in the railway field have they statistics as they have in the 
aviation field on the number of accidents, fatal or otherwise, per passenger 
mile carried? 

Mr. VauGHAN: Yes, we would have that. 

Mr. JAckMAN: I was wondering if it was available for the last year? 

Mr. VaucHan: It can be made available. These accidents are all reported 
to the Board of Transport Commissioners. 

Mr. JAcKMAN: Is there an available figure as there is in aviation? 
| Mr. VaucHan: I do not know whether it has been computed, but it is 
_ easy to compute it, and we will get it for you. 

The (CHairMAN: Could we turn to page 8? 

Be Mr. Watton: I have some figures Mr. Emmerson asked for this morning in 

_ regard to car miles per car day for the last five years. These are the figures 
for the Canadian National Railway System; car miles per car day: 1943—44-0; 

1944—48-2; 1945—44-7; 1946—41-2- 1947—41-7. 

Mr. Cooper: Mr. Jackman asked if the maintenance of the Chateau in 
1947 was about normal. It was not up to normal, Mr. Jackman, but we increased 
our expenses by $45,000 to take care of the difference between the actual 
maintenance we performed and what we thought we should have performed. 

Mr. JACKMAN: You increased your expenses by $45,000? 

Mr. Cooper: Yes. 
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to do; you took it up and where did you put it? 

Mr. Cooper: We have a reserve for it. 

Mr. JAcKMAN: General deferred maintenance? 

Mr. Cooper: Yes. At the Chateau, altogether this deferred maintenance 
reserve amounts to $258,000. 

Mr. JAcKMAN: I agree it is needed in some cases. 

Mr. Cooprr: Last year we redecorated 125 bedrooms and in 1948 we 
expect to redecorate 150 bedrooms. We have had 60 carpets on order for over 
twelve months. It has been very difficult to get material, particularly furniture. 

Mr. JackMAN: It is a very well run hotel and I have nothing but com- 
mendation for it; but the only way we can get at the facts concerning the system 
that you have is to carefully examine an operating statement of the hotel as 
you operate it now and compare the balance sheet items, estimating the 
depreciation and the allowed amounts by the Income Tax Department and 
finding out whether the allowance which would be given for depreciation for 
income tax purposes is greater or less than the amount of repairs and renewals 
which. you provide. I do not know whether at this moment we want to go into it 
except as a general statement. 

Mr. Cooper: We think the accounts have been charged with everything that 
should have been charged to keep that hotel in good condition. 

Mr. JACKMAN: If it were a private company and subject to taxation I 
suppose the Income Tax Department would allow some depreciation on the 
structure itself? 

Mr. Cooper: Yes. 

Mr. JACKMAN: Two and a half per cent on a structure of that nature? 

Mr. Coorer: I really do not know, but I imagine it would be 24 per cent, 
which is rather high. 

Mr. JAcKMAN: It cannot be assumed that the Income Tax Department 
would allow that if there was not a semblance of reasonableness behind the 
logic. 


Mr. Cooper: If we had been depreciating the Chateau at 24 per cent — 


since it was built it would be about 90 per cent written off. Actually, the 
Chateau is worth a great deal more than at what it stands on our books. 

Mr. JAcKMAN: In that particular case I would say you are quite right. 
Poee speaking, the rule of depreciation on buildings is a pretty sound rule, 
is it not! 

Mr. Cooper: A general rule. | 

Mr. VaucHAN: The fact remains, in connection with your question, that 
we have set aside in the deferred maintenance account for the Chateau $258,000 
for repairs and touching up, which we think would be sufficient. It would take us 
some time at the rate we are going to use that amount of money because we 
cannot get the materials we need. 
Mr. JAcKMAN: It is amazing how much things cost. 
Mr. NicHoison: Has it been possible to get the information regarding the 
rates on eggs east and west? 
Mr. VaucHan: I think we have to get that information from Montreal. 
Hon. Mr. Cuevrier: Is it urgent? 


Mr. Nicuouson: The only point is that it seemed to me this morning there 
was the suggestion there was no discrimination against the west versus the east. 
My information is that there is. While the order makes it permissible to increase 
by 21 per cent, the increase in force in the west is the maximum charge where 
it is not in the east. 


Mr. Jackman: You took up what you should have and what you were able . “3 
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Mr. VaucHan: We will get that information. These are all agreed charges, 
are they not, Mr. MacMillan? 

Mr. MacMitian (General Counsel): Very likely, sir. 

Mr. VaucHan: We will get that information for you. 

Mr. JackMANn: I presume we are going into the operating expenses. I 
wonder if the chairman would care to explain why the dividend income is down 
to $225,000 as compared with $530,000? 

Mr. Cooper: It is due to the fact that in 1946 we received a dividend from 
Trans-Canada Air Lines, whereas in 1947 we received interest which is taken 
to credit in the item below. 

Mr. JACKMAN: One year it was called a dividend and the next year—? 

Mr. Cooper: In 1946 the T.C.A. had a deficit, but as they had an accum- 
ulated surplus they paid a dividend out of the surplus. In 1947 the Canadian 
National charged interest on its investment at the same rates which the govern- 
ment had charged against the railway, and the railway accounted for it as 
interest income instead of dividend income. 

Mr. JackMan: How much did you get on the dividend basis—5 per cent? 

Mr. Cooper: Not in 1946. We took 3 per cent in 1946. 

Mr. Jackman: In 1947? 

Mr. VaucHan: The original T.C.A. Act provided for 5 per cent, but that was 
altered subsequently. 

Mr. JAcKMAN: The interest was 3 per cent, was it, to offset the government 
rate? 

Mr. Cooper: No, the government charged us 1 per cent on $16,000,000, 
which the government advanced to the railway for T.C.A.—the interest charge 
was | per cent and we charged the T.C.A. 1 per cent. 

Mr. VauGHAN: It was just a temporary loan. It is now being charged at 
the rate of 3 per cent. 

Mr. Cooper: From the Ist of April. 

Mr. JACKMAN: They are very peculiar. 

Mr. Cooper: No, Mr. Jackman, it came about this way. When we bor- 
rowed that money for the T.C.A. it: was fully expected that the railway would 
make an issue of bonds to the public and repay the government in short order. 
It was short-term money and the government, we thought, should charge us 
interest at short-term money rates. 

Mr. JACKMAN: You were going to put out an issue? 

Mr. Cooper: Canadian National bonds. 

Mr. JAckMaNn: Of the same type as was done in the case of the Canada 
West Indies Steamships—T.C.A. bonds guaranteed by the government? 

_Mr. Cooper: No, sir, these were to be railway bonds esuaranteed by the 


_ government; and had we made that issue we would have repaid the government 


the amount we had borrowed from them for the T.C.A. So that this T.C.A. 
loan from the government was short-term money and it carried the appropriate 
rate for short-term money. 


Mr. JackMAN: This last year you drew interest from the T.C.A. on the 
original capital investment; you charged them for the money, even though it is 
an investment in the stock of the T.C.A, and not an obligation of T.C.A., it is 
not-a debtor obligation. 


Hon. Mr. Cuevrier: Let us not get into a discussion on the T.C.A. We are 


going to discuss that subject next week. 


Mr. Jackman: Very well. Perhaps I will ask this gentleman a question 
now that we have an item relating to the railway ownership of the T.C.A. You 
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are railway managers and not, perhaps, acting under instructions of a higher 


nature; would you be in favour of advancing sums of money to the T.C.A. from. 


the standpoint of making a return? 

Mr. VaucHan: In this patricular case the C.N.R. has been used as the 
means of financing T.C.A. and most of these T.C.A. services have been put on 
as a matter of government policy. 

Mr. JAcKMAN: I suppose that answers the question. 

The CuHatrMan: Is there anything on page 8? 

Mr. McLure: I see that pensions cost $502,481. Personally I would like 
to see that a little larger, for this reason, that in our section of the railway we 
have a lot of old minimum pensions. Would there be any possible chance of 


8 


vetting this increased with some amount of living bonus to give the men, good > 


railway men, something of a retiring allowance that would be sufficient for them 
to live on. Today those in the lower brackets are receiving practically nothing. 

Mr. Vaucuan: To alter our practice in that respect would cost us a good 
deal of money. We feel we could not afford it. These men have had an 
opportunity, I think, of contributing to the pension fund. 

Mr. Coorer: I think it should be pointed out that we had, at the end 
of 1947, 13,501 people on pension, and their average pension 1s $667 a year. 
There seems to be a thought that the C.N.R. pension is $25 a month. Our average 
pension is $667 a year, and that covers 13,501 people. We had 2,648 people 
drawing pension of $25 or under but that is less than 20 per cent of our 
pensioners. Less than 20 per cent of our pensioners receive the minimum 
pension. Now, a large number of those—in fact all who have gone out since 
1935—are employees who chose not to contribute towards a higher pension, I 
have here a statement which shows what a man who contributes $5 a month 
toward his pension would get. After twenty years of service his pension, if he 
contributes $5 a month, would be $45 a month. 

Mr. McLure: If he retired after 1935? 

Mr. Cooper: Yes. Had he contributed for twenty years $5 a month his 
pension would be not less than $45 a month; if he had thirty years’ service his 
pension would be $64 a month; if he had forty years’ service his pension would 
be $89 a month. That means that someone coming into the service at age 
twenty-five and continuing to age sixty-five and paying $5 a month would 
receive a pension of $89 a month. Five dollars a month is only 5 per cent of 
$100 a month, and our average annual wage is over $2,300. If he paid 5 per 
cent of $2,300 he would be paying well over $10 a month and his pension would 
be what I consider quite an adequate one. 

Speaking of this minimum pension of $25 a month, it must be remembered 
that most of these people had an opportunity to improve on that and they have 
chosen not to do so. The fact is that we have 13,500 people on our pension 
roll and that is a lot of pensioners, and their average pension is over $660 a year. 
I do not think it can be said that the C.N.R. pension plan does not provide 
adequate pensions. It does if the employees will join in with the company 
to see that their old age security is provided for. 

Mr. Emmerson: Are there many left on the old I.C.R. provident fund? 
Mr. Coorer: Yes. On pension at the end of 1947 there were 2,900. 

Mr. Emmerson: Are there many employees now employed at that? 

Mr. Cooper: Yes, something like 5,800 members are still in employment. 
The CHAIRMAN: Page 9. 


Mr. Hazen: May I ask a question here? I wish to refer to section 14 
of the Canadian National-Canadian Pacific Act of 1936, which states that the 
directors shall make a report setting forth the results of their operations, any 
co-operative measures, plans or arrangements effected pursuant to this Act, 
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any economies or more remunerative operation thereby produced ... that is 
between the Canadian Pacific and the Canadian National. Has any report 


been made? 


Mr. VaucHan: Yes, I think each year we have made a report. If you 
refer to page 9, the second last paragraph, you will find the report that was 
made in that connection. 


Mr. Hazen: In addition to abandoning these lines, were there any other 


- co-operative measures taken between the Canadian Pacific and the Canadian 


National Railways in the public interest last year? 


Mr. Vaucuan: I do not think there were any which would come under that 
Canadian National-Canadian Pacific Act. We are studying arrangements with 
the C.P.R. from time to time. 

Mr. Hazen: That is the only thing that has been accomplished during the 
last year? 

Mr. VaucHAN: In connection with abandonments, it is. 

Mr. Mutrcu: Would that rate as an accomplishment? 

Mr. Hazen: I would like to ask a question about the International Avia- 
tion building in Montreal. Did you start the construction last May and has 
the building been completed? 

Mr. VaucHan: About a year ago, yes. No, sir, it has not been completed. 

Mr. Hazen: What is its present position? 

Mr. VauGHAN: It is set out on page 8 of the annual report. 

The construction of the International Aviation Building above track 
level adjoining the Montreal Central Station is proceeding according to 
plan. The site has been cleared, the excavation in rock for the founda- 
tion columns is approaching completion, the steelwork, now being 
erected, should be completed by May 1948, and the contract for the build- 
ing itself has been let. Work is proceeding on the construction .. . 

That is all about aviation. 
Mr. Hazen: What has it cost the railway to date? 
Mr. Vaucuan: I think we can get that for you. 


_. Mr. Coorrr: I will have to look that up. We have it here. 


- 


Mr. VaucHan: Coming back to this co-operative arrangement you, of 
course, understand that the agreements in respect to pool trains are still in 
existence. 


Mr. NicHotson: Last year the new ferry service to Prince Edward Island 
was inaugurated, between Prince Edward Island and the mainland. I 
presume Mr. McLure and the people are satisfied with the freight rates. 


Mr. VaucHan: I have heard of no complaints. I suppose there are some 
complaints; I would be surprised if there were not. I think the people on the 
island are satisfied. Perhaps Mr. McLure can tell us about it? 

Mr. Murcn: If there were not complaints you would have been told. 

Mr. NicHouson: I travelled on the ferry last year; it is very beautiful. 

The CuarrMan: O.K., Mr. McLure, you had better tell us the story. 


Mr. McLure: We have still a little difference. Our claim is that as regards 
the operating of the ferry—this is a claim which has been put forward more 
than once, as the honourable Minister of Transport knows—according to the 
terms of union we should not have a rate on the ferry more than it would 
cost for carrying the same cargo or the same freight over the highway for the 
same distance. In other words, that is a service that the government should 


_ give to us on account of our insular position and on account of the terms 


of the confederation pact. Therefore, we will never be satisfied until those 
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terms are met. Notwithstanding the fact that we have a very fine boat there — 
now, still the truck traffic is not of any benefit to us until we get the minimum ~ 
rate that we should get according to the terms of confederation. . 


Mr. Cooper: May I answer Mr. Hazen’s question? The figure is $264,000. 
Mr. Hazen: That is the amount which has been expended to date? 

Mr. Cooprr: To the end of 1947. ; 
Mr. Hazen: Last year, when did you expect to get this building finished? 
Mr. Coorer: By June 30, 1949. 

Mr. Hazen: What is your estimate as to the cost? 

Mr. Coopstr: $3,840,000. 3 
Mr. Hazen: Have you arranged, as yet, for the rental of that building? 
Mr. Cooper: We have not made a final agreement. The arrangement will 


be that we shall get a rental sufficient to cover the carrying charges, together 
with a small profit to the railways on its investment. 

Mr. Hazen: Did you not tell me last year that you expected, in a week — 
or two, you would have a commitment with ICAO, or whatever it is called? 
Mr. Cooper: Yes, I did. 

Mr. Hazen: What happened? 

Mr. Cooper: Negotiations were begun between ICAO and the dominion 
government. Instead of the ICAO people taking the lease directly from the 
railway company, an arrangement has been made whereby the government will 
be the lessee and LCAO will be a sub-tenant of the government. 

Mr. Hazen: ICAO? 

Mr. Cooper: That is the International Civil Aviation Organization. 

Mr. Hazen: Who is going to rent it now, the dominion government? 
Mr. Coorer: And sublet a portion of it to the aviation organization, 

Mr. Hazen: That was not the plan you had in mind, was it, when you 
started construction? 

Mr. Coorer: No, when we were here a year ago, I thought we would have 
a direct lease with ICAO. 

: Mr. Hazen: Not only did you think that, but you said that in about two 
weeks you expected a commitment on what you would consider satisfactory 
terms. What happened, then, did they back out of it altogether? 

Mr. Cooper: No, sir. 

Mr. Hazen: You will make your agreement direct with the government; 
that is a very convenient thing for you because you and the government can 
agree on any rent you like. The government pays you the rent which you think - 
_ will cover the charges. Could you not come to an agreement of that kind with 
this organization with which you were negotiating previously? 

Mr. Cooper: I understand it is involved with the United Nations and a 
lot of other high government policies. I am not too familiar with them. 

Mr. Hazen: Did the negotiations break down between you and ICAO? 

Mr. Cooper: No, sir, they did not break down at all. 

Mr. Hazen: Were you told to discontinue them by the government? 

Mr. Cooper: We were notified that the government would be in the picture 
and that the arrangement would be satisfactory to the railway, leaving up to 
the government and IACO the negotiations between themselves as to the terms 
of the sub-lease. 


Mr. Hazen: You call it ICAO? 
Mr. Cooper: ICAO is I-C-A-O—International Civil Aviation Organization. 
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Mr. Hazen: I see, you call it ICAO? | 

Mr. Cooper: Yes, sir, in talking of these organizations we abbreviate them. 

Mr. Hazen: Will the International Air Transport Association rent part 
of the building? 

Mr. Cooper: Yes, sir, they will. 

Mr. Hazen: Has any agreement been made with them? 

Mr. Cooper: No, because we were awaiting the main agreement with ICAO. 

Mr. Hazen: Will there be any other corporations in the building? 


Mr. Cooper: Yes, Trans-Canada Air Lines will be in the building and 
several other of the aviation companies will be in it. The Canadian Pacific 
Air Lines will be in it; B.O.A.C. will be in it and K.L.M. 


Mr. Hazen: Have any of them entered into leases, as yet? 


Mr. Cooprr: No, it is rather difficult to enter into a formal lease when a 
building is not constructed. 


Mr. Hazen: I understood you were going to get enough from the rentals 


. to amortize this building in 31 years? 


Mr. Cooprr: We intend to do that. 

Mr. Hazen: You could, if the government gives you enough to do that. 
Mr. Cooper: We shall charge what we consider to be a proper rent. It will 
be computed on the cost of ownership and maintenance. It will cover all the 
charges as we compute them. 

Mr. Hazpn: Did the question of the amount of rent have anything to do 
with ICAO changing its mind? 

Mr. Coorrr: No, sir, the amount of the rent has not yet been determined 
because we are not certain of our final cost. Originally, we spoke of a rent of 
$2.75 a foot and, at the present time, we are thinking in terms of $3 a foot. 
I have told the ICAO people and the others their rent will be about $3 a foot. 

Mr. Hazen: The estimated cost of this building was $3,000,000? 

Mr. Cooper: $3,840,000. 


Mr. Hazen: That was your estimate last year, and is that your present 
estimate? 


Mr. Copper: This is a little higher than last year because our costs have 
been higher. 

Mr, Hazen: Your estimate now is $3,840,000. What was it last year? 

Mr. Coorrr: For the building itself it was $3,572,000. 

. Mr. Jackman: I do not suppose this is a firm contract? 

Mr. Cooper: It is subject to an escalator clause. 

Mr. JAcKmaN: It is based on wages and such things? 

Mr. Cooper: Yes. 

Mr. JAcKMAN: Who is building it for you? 

Mr. Cooper: Anglin-Norcross, that is the building itself. The Dominion 
Steel Company is erecting the steel work. 

Mr. Hazen: This is what you told me last year. You said you thought 
within the next week or two you would have a commitment with ICAO and that 
you were only taking a chance of a week or two. It was a much bigger chance 
than that? 

Mr. Cooper: I made that statement in good faith. At the time I made 
it I believed we would have our commitment. I have not the slightest doubt, in 
my mind, in due course, before occupancy takes place, we shall have a binding 
agreement. 
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Mr. Hazen: But not with them? | 

Mr. Coorer: It will be with the government. From our point of view, we 
shall be better off. . 

Mr, Hazen: Much better off; you can probably make a better arrangement 
with the government. : a 

Mr. Coorer: All through the negotiations we were concerned with what 
would happen if ICAO were to fold up and walk out of Montreal. We were 
constructing this building substantially to their specifications, or at least, to 
their requirements. We were asking for certain guarantees in case the lease was 
broken. From our point of view, it is much preferable to have the lease to the 
Government. 

Mr. Hazen: There was no agreement entered into with them; they are not 
committed to any penalties? | et 

Mr. Cooper: I told you I expected we would have a commitment, that 
was a year ago. I have told you the reason why we have not yet made a formal 
agreement. 

Mr. Hazen: No person is committed to any penalties? 

Mr. Coorver: If we have a firm lease from the dominion government, I say 
we are in a better position than if we had a lease with ICAO. 

Mr. Hazen: You have not a firm lease with them, but you expect to get one? 

Mr. Cooprmr: Yes. 

Mr. Reto: What was the original estimate of the cost of that building and 
what is it going to cost now? 

Mr. Cooper: A year ago we estimated the cost of this office building at 
$3,572,000. Our present estimate is $3,840,000. 

Mr. Rem: The reason I asked that is that we built a hospital in the city 
of New Westminster. It took us over a year before we completed it and it had 
doubled in cost from the time of the original bids. 

Mr. Cooper: There is no doubt our costs have gone up, and our rent will go 
up as the costs go up. 

Mr. NicHotson: The plans you had a year ago included a new hotel? 

Mr. VaucHan: That is somewhat in the future. Nothing has been done in 
connection with that except the preparation of drawings. 

Hon. Mr. Cuevrier: I am afraid so long as steel is as scarce as it is now, 
the hotel will have to wait. : 

Mr. JacKkMAN: Is the demand for this building such that its immediate 
erection is imperative? | 

Mr. Cooper: You mean for the aviation building? 3 

Mr. JACKMAN: Yes. | 

Mr. Coorer: I think we could rent it twice over. 

Mr. JAcKMAN: For the $3 a foot? 

Mr. Cooper: We are speaking of $3 at the present moment. 

Mr. JAcKMAN: So far as making contracts for the space before the building 
is erected is concerned, there was no difficulty in that connection with the Bank : 
of Montreal building in Toronto. | 

Mr. Cooper: Someone said they were getting $3.50 a foot for space. 

Mr. VaucuHan: I think it is fair to say, in connection with this building, the | 
government did step in and say they would guarantee the rental. It must be 4 
remembered, of course, there are a great many countries involved in this 
international aviation organization and there are many ramifications in con- 
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nection with that organization. These people expressed a wish, finally, to have 
‘ a lease with the government instead of with us. The government undertook to 
guarantee us against any loss in connection with the building. 
- Mr. JAckMAN: It would appear as if $3 a foot would allow you to amortize 
it over a 31-year period? 

Mr. Cooper: Yes, at the moment. We do not know what will happen before 
it is completed. 

Mr. JACKMAN: Has this ICAO organization any real financial substance? 
Has it the right to draw on its members if faced with deficits? 

Mr. Cooprr: I do not think I can answer that. 
Hon. Mr. Cuevrrer: Each country pays into the organization. Canada 
pays into the International Aviation Financial Organization. To what extent, I 
do not know. All the countries pay into it and it is from that fund the money is 
taken. | 

Mr. JAackKMaN: Canada pays in as a country and not as T.C.A. 

Hon. Mr. Curvrrer: Not as T.C.A. 


Mr. Mutcu: This is all very interesting, but what has it to do with the 
question before us? 

Mr. McLure: Are you still considering erecting a building near the central 
station to house your help? 

Mr. VAuGHAN: Some day we will have to do that. We have tentative plans 
for a building which will adjoin the so-called aviation building. We have not 
done anything about the actual construction. We are very short of office 
accommodation in Montreal. We have our office help spread all over. We- 
have nearly two thousand, I think, under the Viaduct in a space which was 
originally intended as. warehouse space. 

Mr. McLure: Last year, when you were making a statement here you 
considered that was hardly suitable space to be occupied by help? 

Mr. VaucHan: That is so, but costs are so terrific today we hesitate to 
embark on any large building projects unless we actually have to do so. 

Mr. McLure: One more question in connection with page 8. Have you 
already given the operating profit on each of the hotels which makes up that 
total profit of $1,000,000 odd? 

Mr. Cooper: We have not filed it as yet. We put it in the minutes of 
proceedings last year. Do you wish it read out? | 

Hon. Mr. Cuevrter: I think last year you put it in the minutes. 

Mr. Cooprr: Yes, I can do that again. 

Mr. Reto: How is the Hotel Vancouver doing? 


é Mr. Coopmr: In 1947, after paying us our full rent of $280,000 and after 
_ paying income taxes and setting aside 10 per cent for depreciation on furniture 
_ and furnishings, the Hotel Vancouver had a net income of $288,000. 

Ps, . Mr. Rew: I am interested in that because that hotel certainly charges 
o-& lot. 

__-~-Mr. Moore: Last year, I asked a question about the building of a rail- 
way from some point on the Hudson Bay railway to Lynn Lake. I notice 
the mining developments are more positive in that area. I understand they 
are putting down a shaft in the Lynn Lake area. Do you intend building in 
that area this year? 


| Mr. VauGHAN: That is a big job. We have not done anything about it 
at all. It would cost many millions of dollars. I think the construction of 
_ that railway is some distance in the future as yet. 


Mr. Moore: There have been no representations made for it as yet? 
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HOTELS ' 
—— Revenues Expenses Taxes Net 
$ cts. $ cts. $ cts. $ cts 
Year 1947:— 
ChariottetOwn, - suc. cae os wee ieee tee 270,814 90 222,616 12 5,867 95 42,330 83 
Pictou W0deG kes se hus aa ee ee 40,408 18 30,298 77 373, 08 9,736 33 
ING VA CObal 85.066 ek Sas 762,867 27 604,608 60 24,760 80 133,407 87 
Chatésaw haurier ... .. sero: 2,663,534 51 2,133,829 69 87,732 19 441,972 63 
PHNCE A TUDUG Ie von ele eee en See 381,013 61 306,598 70 6,258 52 68,156 39 
Minaki; hod tes 0 saw, Ses 122,797 58 119,290 62 442,03 3,064 93 
HOTT ABET oes ae ie oe 901,439 23 733,892 88 33,920 06 133,626 29 
Printe TG Ward -iro ste on ok re 239,205 38 220,511 24 4,390 26 . 14,303 88 
PeseOOrGueny, dos cies. Sos cue eae 788,624 73 626,719 99 3,815 15 158,089 59 
Wide Onak ox. ihe ean esata mre ake 898,758 94 YR PA eM tL 16,673 71 149,360 13 
jasper Park Lodge, 3 teins eines 759,531 41 613,084 40 9,775 98 136, 671 03 
7,828,995 74 6,344, 266 11 194,009 73 1,290,719 90 
Year 1946:— 
ChaviottetOwn.owed a.4 oes oes 225,324 95 189,749 48 5,825 45 29,750 02 
PIGHOU LOG ZEN cae ee Woe ee 30,376 35 28,024 41 395 41 1,956 89 
ING VS COLiatit te aes etee ae 793,194 38 632,930 17 20,317 50 139,946 71 
OChateat: Lauriers. Cac). ves eden: s 2,366,685 61 1,909,235 44 74,413 69 383,036 48 
Pritice: ATUAUr ences ao sae ae 334,025 64 280, 237 73 5,968 61 47,819 30 
Mandi LOdL6.. sick. as Os feasts ee Ligal 7 teas 93,088 67 396 65 20,286 00 
Leven GEKA om enn eget onthe eobea meg 860,421 11 715,257 87 34,035 20 111,128 04 
Pringe eLWALG ote sh dae le 208,499 20 197,.171:56 4,449 16 ~ 6,878 48 
Pescborous hte eo ta eee 719,186 63 570,140 88 3,742 68 145,303 07 
Wisveroniile fist cts: oh te 801,795 06 682,986 57 16, 916 48 101,982 01 
ABeNOT Park LIOdGe 4 ve es Pes 598,237 92 477,085 43 7,066 86 114,085 63 
7,051,518 17 5,775, 908 21 1735627533 1,102,082 53 
Increase or Decrea3?............ 777,477 57 568,357 90 20,482 40 188, 637 27 
ae Number of | Percentage 
Tee GLE Date opened guest of 
rooms occupancy 
$ cts. 
CUSPIGELELO Win cir sk wade eLearn oes 864,314 04 | April 14, 1931........... 107 63-0 
Pictou mod Pence sas hues ee cee ees We URS War oW fan wee RUA Gh ea an erat 50 79-3 
INFOS CO UIT eee wt eg de Sacee ee m 2,491, 960.50.) June:23; 1980.0 5. i. ee 149 94-8 
CUVALCAU TUT IO he 2 ages ak eee re 9,067,998 89 | Old wing June 1912..... 519 84-0 
LIGCe ATLHUM A si ar eu a Pee ames. 1,221,748 93 | March ]4, 1911......... 101 84-7 
Eine od CaS Mii ivar cate as ome eae 1 LO2S 972: SOmtR L920 pene ee er ala eee 98 86-7 
eer eCG AER 2th, Ay eet alieacquntese 2,948,436 91 | December 1913......... 244 86-7 
an Gen Cl WeeLL Class eae oe i 588, 045200) June 1 OLA eee ince eee 80 73-0 
PIG SSDOLGUSIE tees Ube tan. .s wae es 3,569,471 104 December 193552550... 255 72°6 
DWE V Gra (ol sto fo (tah erly U7 ge ies Re aero O30 29144508 maby: LOE G te eee lee 186 92-1 
JARDA Kel OULE.. « -carak < foke 2824 OS St SG O22 rae He ed aie Pe eaer 345 84-4 
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Mr. Vauguan: No. 
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Mr. JAcKMAN: When you explained the lowered dividend income for this 
year over last year by reason of the fact certain T.C.A. interest or dividends 


were not included in the interest income, it nevertheless turns out the interest > 


income itself is down over the previous year. 


Mr. Cooprr: As you know, we have been drawing on our deferred main- 
tenance fund. We have been selling the bonds which were in that fund to meet 
expenditures and, of course, as we sell the bonds the income of the fund 


is also reducing. 
Mr. JACKMAN: 


You do not add interest on the bonds held in the deferred 


maintenance account to the deferred maintenance account? 


sf 
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Mr. Cooper: That is right, we have always done that. 

Mr. Rem: Have you given up any thought of taking over the P.G.E.? 
Mr. VaucHAN: We are not considering that very seriously at the present 
ime. 


Mr. JacKMAN: Is ‘that the line which is connected to the P.G.E. which 
goes up to the Peace River country? Is that your potentiality or the Canadian 
Pacific’s? 

Mr. VaucHan: That would be a P.G.E. potentiality. The British 
Columbia government were looking for someone to complete the line from 
Quesnel up to Prince George and from Clinton down to the main line of the 
C.P.R. or the C.N.R. and to extend a line up to the Peace River country. 

Mr. JAcKMAN: If it goes through, would it come under your system or the 
C.P.R. or would you both want it? 

Mr. VaucHan: We would not want it unless someone paid the operating 
expenses, 

Mr. JackMAN: You do not think it is within the immediate future? 

Mr. Mutcu: What you mean is that whoever gets stuck with the P.G.E. 


gets stuck with that. 


Mr. JAcKMAN: It is great country. 

Mr. VaucHAN: It is great country, but it will be a long time before a 
railway could be made to pay in that area. 

Mr. Rem: Even with the coal reserves up there? 

Mr. VaucHan: ‘There has been a lot said about the coal, but there is a 
lot of coal in other parts of the country, too, in which railroads already exist. 

Mr. JackMAN: You think it is a long way off? 

Mr. Vaucuan: I would think so, unless some provincial or the dominion 
government is prepared to pay for it. 

The CHARMAN: Are there any other questions? 

Mr. Hazen: Yes, I should like to tell the secretary of this committee 
that I did not receive any notice of this meeting. If he sent me one, it may 
have been mislaid in the mail. I have some regrets about this because there 
were quite a number of questions I should have liked to ask, and I am hardly 
prepared to ask them at the moment. 

Hon. Mr. Cuevrier: We will be here all week. 

Mr. Hazen: Yes, but you will not be on these items. 

Hon. Mr. Cuevrier: We shall not hold you up. 

Mr. Hazen: I should like Mr. Vaughan to tell us whether there was any 
statutory enactment which compelled the Canadian National Railways to reduce 
the freight rate to Portland, Maine, effective November 17, last? 

‘Mr. Vaucuan: I do not think so. 

- Mr. Hazen: Did you reduce those rates at the request of Moore- 
McCormick? 

Mr. VaucuHan: I think, if you are going to discuss those freight rates we 
ought to have Mr. Fraser, our traffic vice-president here. Our ‘traffic depart- 
ment handled that particular matter. I do not know whether the request 
came from Moore-McCormick or not. My understanding is that the move 
was done solely with the object of holding that business to the Canadian 
National Railways, rather than letting it go via foreign lines to Boston, New 
York, Philadelphia or some place else. 

Mr. Hazen: Do you expect Mr. Fraser will be here? 


Mr. VaucHan: He could be here any time you wish. 
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Mr. Hazen: I wish to ask someone some questions about it. 
Mr. VaugHAN: We could have him here tomorrow, if you wish. 
Mr. Hazen: That is all right with me. 

Mr. VAUGHAN: We will see if we can get him here. 

Mr. Rem: The amount of grain going through Pacific ports in 1930 
amounted to approximately a hundred million bushels, 50 per cent of which 
was carried by the Canadian National. What has happened to that traffic? 

Mr. VaucHaN: Did you say Portland? 

Mr. Rep: No, the trade going through Pacific ports in grain? 

Mr. VaucHaAN: As you know, Mr. Reid, we do not route the grain. We 
carry the grain to any point as directed by the grain board. 

Mr. Rei: They are the ones I should hold to account for it? 

Mr. VaucHan: We handle the grain to wherever it is directed. 

Mr. Rep: I put this before you; some thought should be given to your 
company getting on the water-front in British Columbia. As it is, you come 
to Port Mann, which is the terminus. Then, you have to operate over leased 
lines costing you $15 a car from there into Vancouver. You land on the flats. 
Then, you have to transfer your cars to the water-front and pay another charge 
to get your grain and goods out from the city of Vancouver. I believe you are 
losing a great deal of money by being subservient to the Great Northern, the 
Canadian Pacific and the Vancouver Harbour Railways. You are stuck in the 
centre of Vancouver. If you have goods to the Orient, you have to get to the 
water-front and pay $15 a car. 

While I am at it, I should like to know this; why do the boats having 
cargoes for the east not go right up to the port of Vancouver instead of the 
Canadian National carrying from Vancouver island and paying freight charges 
to bring the cargoes from the Vancouver island to Port Mann? These ships from 
Great Britain and the other countries bringing wool, silk and other cargoes which 
are going to be shipped east, there is no reason why these boats could not be 
brought right up to the port of New Westminster, and the cargoes shipped by 
rail, instead of the Canadian National maintaining a car service to take the 
cargo off the boat on Vancouver island and bringing it across to Port Mann. ~ 

Mr. VauGHAN: We should like to see some of those boats go to New West- 
minster. There again, we cannot compel them to go there. What you say about 
our situation in Vancouver is quite true. It is not good. It is one we have 
been trying to overcome. We have studied the situation on different occasions. 
We have a fairly good agreement with the Great Northern. The Harbour Board 
controls a certain number of tracks there, but the Canadian Pacific control most 
of them. 

Mr. Rem: The Canadian Pacific has contro! of the water-front in 
Vancouver. . 

Mr. VauegHAaNn:On a number of occasions we have been considering the 
question of making a satisfactory arrangement. That matter is now being 
studied because we realize we are not in a good position in Vancouver so far as 
import and export traffic is concerned. 

Mr. Rep: You are working for the other railways. $15 a car to cross a 
bridge into Vancouver is a big toll. 

Mr. VaueHan: I think the Harbour Board has been giving some study to 
it, Mr. Chevrier. 

Hon. Mr. Cunvrier: They have for some years. 3 

The Cuatrman: Did I understand, Mr. Hazen, that you did not get notice 
for any meeting today? 
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Mr. Hazen: No, I do not think I got any notice. I got no notice for any 
meeting. I do not know when I looked at my box last. It may have been a 
slip-up. Perhaps notice was sent and I did not get it. I might not have seen 
it. I do not blame anybody for it. That is just the explanation why I was not 
here this morning. 


The CHAIRMAN: May I say also, Mr. Hazen, that I have a communication 
regarding the Portland scheme and the Moore-McCormick lines from another 
member of the House, Mr. Isnor. When Mr. Fraser comes here I will read 
that at the same time and he can answer all questions if that is O.K: 


Mr. JAcKMAN: On page 4 under deductions from income, results of 
separately owned properties, apparently we had a loss of $600,000 last year 
against a profit of $337,000 the year before. 

Hon. Mr. Cuevrier: Can we not discuss that on page 12? I understood 
we had passed page 4, and were now at page 12. 

Mr. Mutcu: We rose on page 12. We have not got back to it this time. 

Hon. Mr. Curvrier: Do you mind asking the question on page 12? 

Mr. JAcKMaAN: I do not know what difference it makes. 


Hon. Mr. Cuevreier: It makes this difference, that if we want to spend two 
weeks discussing this report I suppose we can. | 

The CHatrMAN: What was the question? 

Mr. JAcKMAN: There is an item here which I do not know anything about, 
and it is fairly substantial. It is under deductions from income, results from | 
separately operated properties. To begin with I do not know what they are. 
In black letters it shows a loss of $600,000, and in italics there is a profit of 
$337,000 the year before, about a million dollars difference. I merely asked for 
an explanation of what it was. 


Mr. Coorrer: Would you mind turning to page 22 first? 
Mr. JAcKMAN: Would you rather have it raised afterwards? 


Mr. Cooper: I can deal with it now. I will ask you to turn to page 22 which 
shows a list of companies comprising our system. You will notice a number of 
them are identified by an asterisk. They are the companies the results of which 
go into this particular account. You see there Canadian National Railways 
(France), Canadian National Realties Limited, Canadian National Steamship 
Company Limited, Canadian National Transportation, Limited. I think there 
are 27 of them altogether. Do you want the results of each one? 


Mr. Jackman: Just generally. You lost money on them this year as com- 
pared with the previous year. | 

Mr. Cooper: Some of them made a profit and some of them made a loss, 
but in the aggregate there was a loss. One of them, for example, would be 
Northern Alberta Railways, a company which we operate jointly with the Cana- 
dian Pacific. In 1947 they had a loss of $663,000 (that is our one-half share) 
which compared with a loss in the previous year of $495,000. The loss of the 
Northern Alberta Railway Company alone, $663,000, accounts for the loss in that 
group. . The Niagara, St. Catharines and Toronto Railway Company in 1947 
had a loss of $220,000 as compared with a loss of $35,000 the previous year. The 
Canadian Northern Land Department, which in 1947 had a profit of $248,000, in 
the previous year had a profit of $618,000. There was a considerable reduction 
in the amount of western Canada land sold. The Canadian National Steamships 
on the Pacific coast had a loss of $95,000 in 1947 compared with a small profit 
in 1946. Those four or five companies I have mentioned are the principal com- 
panies in that group of 27 separately operated properties. 
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Mr. JAcKMAN: In other words, some of the subsidiary companies—you call 
them separately operated properties—suffered the same as the railway did last 
year as compared with the year before? | 


Mr. Cooper: Yes, they also had to meet rising costs of labour and materials. 


Mr. JackMaAn: The main loss is probably occasioned through the C.N.R. 
land development? 


Mr. Cooper: It was not a loss. 

Mr. JACKMAN: Less profit. 

Mr. Cooper: Less profit. There was about $370,000 less profit on the 
land department. 

Mr. JAcKMAN: That is the sale of farm acreage, ranch acreage? 


Mr. Cooprr: Yes, acreage in western Canada land which was granted to the 
Canadian Northern and Grand Trunk Pacific when they were projected. 


Mr. JAcCKMAN: I thought all your lands were taken over by the Canadian 
Northern Prairie Lands Company in the old days. 


Mr. Vaucuan: No, that was an independent company entirely apart from 
the railway. 

Mr. Jackman: It did get railway lands, did it not? 

Mr. VauGHan: It did. I think it bought some of these lands from the Cana- 
dian Northern Railways. 

Mr. JACKMAN: Have you very much acreage left? 

Mr. Cooper: I do not think we have a great deal, but I can get the figure 
and give it to you. 

Mr. JACKMAN: Is there very much in Saskatchewan? 

Mr. Cooper: I could not say. 

Mr. JACKMAN: When you sold land did you reserve the mineral rights? 

Mr. VaucHan: The mineral rights have been reserved in most cases. 

Mr. JAcKMAN: In Saskatchewan? 


Mr. VaucHAN: We had to give up some mineral rights in Saskatchewan to 
avoid taxation. 


Mr. JACKMAN: You are following that policy where you are being assessed? 

Mr. VaucHan: Yes. We will file a statement of the unsold lands. 

Mr. JAcKMAN: Have you been fortunate enough to discover any minerals 
in these properties? 

Mr. Vaucuan: There has not been any great mineral development on any 
of our property as yet. 

Mr. JAcKMAN: Do you expect your land department will continue for many 
years or is it almost gone now? 

Mr. Cooper: They have certain lands which have not vet béen sold, and 
they have land which is under contract, the payments on which are on an annual 
basis. Some of those contracts run along for a considerable time. “oy 

ae JACKMAN: Do you expect this account will be running for another ten 
years! : 

Mr. Cooper: I would think so. 

Mr. VauGcHAN: Our land department looks after other things besides prairie 
ae They have city land and right-of-way and matters of that kind to deal 
with. 

Mr. Hazen: I should like to clear up a point. In checking over the figures 
Mr. Cooper gave me about the International Civil Aviation building he told 
me, as I took it down, that your estimate last year was $3,572,000 and it is now 
$3,840,000. Those are the figures as I have quoted them. Is that right? 
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Mr. Cooper: Those are the figures I gave a few minutes ago. 


3 Mr. Hazen: I want to call your attention to that. I think there is some- 

~ thing wrong there. On page 20 of the minutes of our proceedings of last year 
you say: “The estimated cost of this international aviation building—because 
that is the name of it—is $3,936,000. The estimate carrying charges are 
$406,000. That is per annum. The annual revenue is estimated to be $544,000.” 
That was the gross revenue. You will notice the figure I have just read is 
$3,936,000. That differs from the figures you gave a few minutes ago. I was 
wondering if you could correct that. 


Mr. Coorrr: I would have to refer back to the figures but briefly the 
explanation is that last year we were talking about the aviation building 
including a connecting building, and the figures I gave also included certain 
railway work which was all in the one project. In connection with this we have 
done certain work which is purely for the railway and has nothing to do with the 
aviation building. Last year we were talking more or less about the project 
as a whole. I have broken it down this year and I have given you the figures 

for the aviation building separately from the connecting building and the railway 
— works. 


Mr. Hazen: I am a little puzzled still about it because you gave us the 
estimated cost and the carrying charges. 


Mr. Cooper: I have given you the explanation of it. 
Mr. Hazen: No mention was made of that last year. 


Mr. Coorrr: I grant you that. Last year the discussion was in a way sprung 
on us, and we did not have our estimates broken down. We knew what we were 
going to do and I gave you the figures at the time. Twelve months have gone 
by, and we have had an opportunity to break the work down to the different 
parts. You asked me today what the cost of the aviation building is separate 
from all the other things and I have given you the figures. 


Mr. Hazen: Just a minute. I am still puzzled because you say the esti- 
mated cost of the main building—that is the one here—is $3,936,000. That was 
the cost of the building. Then you told us what the carrying charges were going 
to be on that building, $406,000. Now ma say that $3,936,000 included something 
else. 

3 Mr. Coopsrr: It included— 

Mr. Hazen: You say the figures you gave us today’are right and the others 
are wrong? 

Mr. Cooper: No, I say they are both right. Strange as it may seem I say 
they are both right, but we are really talking about something a little different. 
The building we had in mind last year was the aviation building together with 
the connection which was intended to join to the office building which was going 
to be constructed. We had in mind a year ago we would be going ahead with 
the office building. I gave you the estimated cost of the first stage which 

included the aviation building and the connecting building. The connecting 
building is a small affair adjoining the two buildings together. 


frat ‘Mr, Hazen: Then you gave me the carrying charges. 

___. Mr. Coopzr: I can give you the carrying charges again. 

‘Mr. Hazen: Were you referring to the carrying charges of the— 
‘Mr. Cooper: Of both. 

Mr. Hazen: Just the aviation building or the connecting building? 


Mr. 'Coorrer: No, I gave you the carrying charges on the two. If you want 
the carrying charges on the aviation building I will give them to you. 
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Mr. Hazen: I should like the carrying charges if we have not got them. 
I should like the carrying charges on the aviation building according to your 
present estimated cost. 

Mr. ‘Cooper: The annual charges are estimated to be $424,718. 

Mr. Hazen: They have gone up about $18,000. What is your estimated 
annual revenue now? | 

Mr. Coopgr: If we figure it at $2.75 a foot our annual revenue 1s $555,000. 

Mr. Hazen: It remains the same? 

Mr. Cooprr: Is that the figure I had last year? 

Mr. Hazen: $544,000. 

Mr. Cooper: It is $555,000. We are still figuring here at $2.75 a foot but 
I have explained we probably shall increase that rent, but at $2.75 a foot the 
annual revenue is figured at $555,365. The difference between the two figures 
I am quite sure is due to the square footage which changes from time to time 
the way the space is laid out. . 


~The Cuatrman: Is that clear, Mr. Hazen. 

Mr..Hazen: There is nothing more to add? 

Mr. Cooper: No, sir. Are there any questions? 
Mr. Hazen: I think when I first asked you you said you would have to 
go back to get further information but you have it all there. 


The CuatirMAN: Suppose we take page 12 and 13, the consolidated balance 
sheet. You may wish to ask Mr. Cooper a lot of questions or perhaps he would 
like to make a statement or discuss it with you first. I forget the procedure we 
used last year. 


Mr. JAcKMAN: There is a very big difference in the discount on funded 
debt, the amortization of discount on funded debt, between the two years. 
Is there anything special there? . 

Mr. Cooper: Yes. We had two issues which were callable in the early 
part of 1948. We had an issue of $20,000,000 3 per cent bonds which we 
could call for payment February 1, 1948, and we had an issue of $25,000,000 
of 3 per cent bonds which were callable for payment February 15, 1948. In 
1947 those issues were called for redemption and the unexpired discount was 
written off into the 1947 income statement. 


Mr. JACKMAN: Were those bonds payable in Canada only? 
Mr. VAUGHAN: Yes, sir. 
Mr. Coorrer: They are all Canadian bonds. 
Mr. JackmAN: And refunded in Canada? 
Mr. Cooper: We borrowed the money from the government. 
Mr. JaAckMAN: On short term? 
Mr. Coorrr: It was long term. 
Mr. JAcKMAN: Three per cent? 
Mr. VauGHAN: We borrowed the money at 24 per cent. 
Mr. Jackman: The next item is fairly substantial, too, miscellaneous 
income charges, $457,000 against $1,130,000. Is there anything special there? 
Mr. Cooper: That is a reduction, of course. It is due to the abolition 
of the discount on United States money. 
Mr. JackMAN: July 5, 1945? 
Mr. Coorrr: 1946, I believe it was. 


Mr. Jackman: So for half a year you had a 10 per cent premium and 
after that you did not? 
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Mr. Cooprr: Yes. 

Mr. JAcKMAN: That largely accounts for this? 

Mr. Coorer: This is a gain due to being freed from discount on United 
States funds. . 

Mr. JAcKMAN: It is nice to know somebody is gaining by it. 

The CuarrMan: Any other questions on page 12? 

Mr. McLure: I have one question on page 9. I did not think you were 
finished with page 8. It is in reference to the Northumberland ferry vote 
which was passed the other day, item 557. I take objection to calling it a 
deficit. It deals with the deficit for the Prince Edward Island ferries of some 
odd $900,000. My claim last year was this should not appear in the public 
accounts as a deficit but should appear as a service the same as all other 
government services that are paid out of the consolidated revenue. This is 
the only one and it appears as a deficit against Prince Edward Island. 

Hon. Mr. Cuevrirr: The Hudson’s Bay Railway appears also. 

Mr. McLure: Take the canals in Ontario and Quebec. They cost hun- 
dreds of millions of dollars to build and also have a deficit of $4,000,000 or 
$5,000,000 annually. That never appears against the province of Quebec or 
Ontario as a deficit but always as a service, and it should appear in our 
accounts the same way, a government service paid out of the consolidated 


revenue, and should not be marked as a deficit. 


Hon. Mr. CuHervrier: All subsidies for services appear as deficits when 
deficits exist in all provinces in Canada. In the further supplementary 
_ estimates on March 31, 1948, we voted to provide for deficits in Ontario and in 
~ Quebec and in the eastern and western provinces. 

Mr. McLure: Are they stated as deficits? Take your -canals. They 
are never stated as deficits. They are always paid as services. 

Hon. Mr. Cuevrisr: That is different. 

Mr. McLure: In the agreement of 1873 this was a service also and not 
a deficit. 

Hon. Mr. Cuevrier: It is a subsidy for a service. 

Mr. McLure: It is not a subsidy in the sense of a subsidy. 

Hon. Mr. Cueveter: I suppose we could enter into a discussion on the 
legality of the term “subsidy”. 

Mr. McLure: It would be just as easy to call it a service the same as 
the others instead of having it appear as a deficit. 

Hon. Mr. Cuevrter: The Hudson’s Bay Railway appears as a deficitary 
operation as well. 

Mr. McLure: That is different. They are not under a contract for service. 
- According to the agreement the province of Prince Edward Island is. I do 

not want to bring this up time after time but it is always a matter that is 
_ like a sore thumb. 
» Hon. Mr. Curvrier: I am seized of its importance now. 

Mr. McLure: I hope when the amount is coming up another year it will 
come in as a service instead of as a deficit. 

Mr. JAcCKMAN: On page 7 the president reports: “Apart from the impact 
these higher prices have on the costs of operation, they necessitate an enlarge- 
ment of the railway’s working capital.” I realize how you make up your deficit 
if you have one, by appropriation under parliament, but if you need more 
working capital you simply put it in the budget? 

Mr. Vaucuan: You will find something in our budget this year for that. 
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Mr. JAcKMAN: We have not got the budget yet. 

Mr. Brown: No, we will deal with it at the end. 

The CuatrMANn: Is there anything else on page 12? | 

Mr. Nicuoutson: On page 12 I notice there is $12,340,768 in the insurance 
fund. I wonder if Mr. Cooper has the record for the past few years. How long 
has it been over $12,000,000? 

Mr. Cooper: It has been stationary at about $12,000,000 for some time. We ~ 
really have a ceiling on the fund. We feel it is sufficient now to protect us _ 
against the risks, and the arrangement is that if there 1s a surplus in the fund at 
the end of the year we transfer it to the railway accounts, and if there is a © 
deficit we pay in the additional premium. I think only in one year have we had © 
a deficit. The amount in the fund remains stationary from one year to another. 
Mr. Nicuouson: Have you the amount of the losses over a period of years? 
Have you those available? 

Mr. Cooper: The losses charged to the fund? 

Mr. NicHoLson: Yes. | 

Mr. Coorrr: I can give them for 1947. I can get them for the previous 
years. In 1947 our losses charged against the fund were $400,000. Our premium | 
income was $102,000. Our income from investments was $597,000. Our losses 
were $400,000. The administrative cost was $21,000. That makes a profit of 
$277,000, which was transferred from the fund to the railway income statement. 

Mr. NicHotson: How much? : 

Mr. Coorrr: $277,000. 

Mr. NicHouson: Would it be too much trouble to get the figures for the last 
ten years? 

Mr. Coorrr: We can do that without any trouble. 

The CuatrMaAn: Any other questions on page 12? 

Mr. Hazen: I should like to ask a question. I do not know whether or not 
I am in order. On page 10 it reads: 

Attention is once more directed to the lack of equality of competitive — 
conditions as between rail and highway transport. 


I think that is a very important matter to direct the attention of the government 
to. What I should like to ask Mr. Vaughan is, have you considered any solution 
for the situation? Have you any suggestions as to what should be done? 

Hon. Mr. Cuervrier: We had a suggestion in 1989 when Mr. Howe brought 
down a bill to amend the Transport Act. 


Mr. Hazen: What year was it? : 


Hon. Mr. Cuevrier: I am informed it was in 1988—in which he included 
a section which would give the Board of Transport Commissioners jurisdiction 
over the certain highways. The opposition of the provinces was such that it 
simply had to be withdrawn. The provinces take the view that they are the 
masters of their highways, and they do not like to have federal interference. 
Until you get agreement between the two bodies on that very delicate subject . 
I do not think you will find the government, in view of the attitude that was 
taken in that session of parliament, very anxious to bring in legislation which 
might be interpreted as taking away from the provinces certain of their rights. 

Mr. Hazen: It does present a problem that is very difficult of solution. 

Hon. Mr. Curvrier: I agree with you it is one that is difficult of solution. 
While I am offering only my own personal view on it I think it is one for 
dominion-provincial relations. Ss: 

Mr. Hazen: I was going to suggest that possibly some time it could be 
brought up at a dominion-provincial conference with the hope of getting some- — 
thing done. | 
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e Hon. Mr. Curvrrer: There was in the green book a series of items on the 
agenda, and in the green book there was also reference to the transportation 
problem. Unfortunately it was never reached. 

: Mr. Hazen: I think there is great lack of equality. 

Hon. Mr. Curvrtgr: I agree. 

Mr. Hazen: As the president points out it is most unfortunate. 

Mr. VaucHan: We have a department that has studied that very carefully 
and has full data on it, but as Mr. Chevrier says it is a delicate matter to 
deal with. | : 

Mr. Nicnotson: I wonder if the minister has taken any steps, since taking 
over the portfolio, to try to convene a dominion-provincial conference on this 
level to try to reach some agreement. | 

Hon. Mr. Cuevrier: I have not taken any steps nor have I any intention 
of taking any steps after what I have seen take place in the last dominion-pro- 
vincial conference. Before doing anything I should like to have some assurance 
there would be some possibility of agreement, but knowing what happened in 
1938 I doubt very much whether the provinces have changed their views. 

Mr. NicHouson: That is ten years ago. It is an important national prob- 
lem. Just because one conference fails there is no reason why another might 
not be attempted. . 

- Hon. Mr. Cuevrier: That may be. 

Mr. Greson: Is it not a fact that the railroads move a ton of. freight a mile 
cheaper than any other form of transportation on land? 

Mr. VaucHan: Mass transportation, yes, if all factors of cost are taken into 
consideration there is no doubt about that. : 

Mr. Gisson: Do you think you would be in a competitive condition with 
trucks on that basic factor? 

Mr. VaucHan: Yes. Foi instance, the railway has to build its own right of 
way. It has to maintain that right of way. It has to pay interest and taxes 
on that right of way. 

Mr. Hazen: You have to pay higher wages, too. 

Mr. VauGHAN: Yes, we have to pay higher wages. There is no doubt about 
that, but after all factors of cost have been taken into consideration it has been 

_ proven beyond doubt time and again that in the United States and Canada the 
railway is still the cheapest form of transportation in distances beyond 50 or 100 
miles. 

Mr. Moore: It should be possible to arrange something whereby truck 
transportation would actually assist the railroad. 

Mr, VaucHan: We have a good many arrangements with the trucking 
companies for highway and rail movements, wherever we think there is an 

_ advantage to ourselves to do that; and that is developing all the time. 

| Mr. Jackman: I should like to ask a Iegal question and perhaps Mr. Mac- 

- Millan would go on the record in connection with the Saskatchewan lands which 

are owned by the railroad and where the mineral rights were reserved by the 

_ company, which mineral rights have now been given up because of the tax. 

Was there anything in the agreement between the dominion and the newly 

ereated province of Saskatchewan protecting those who had mineral rights 
preserved to them, so that they would not be lost? 


Mr. VaucHan: Perhaps Mr. MacMillan might answer you. 
’ Mr. MacMruan: I really cannot answer that because I are not familiar 
_ with the terms of the agreement; but I would doubt that there is anything in 
_ the statute. 
( _ Mr. Vaucuan: As far as I know, there is nothing. 
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Mr. JaAckMAN: In connection with the Manitoba waterpowers, there is a 
very definite reservation as to what Manitoba can do with regard to the 
waterpowers which were granted to the various interests, if subsequently taken 
over. This is not, in form, a taking over, but it has the effect of compelling 
people who have mineral rights reserved to them to give them up. 


Mr. Vaucuan: All the interests concerned have made frequent representa- 
tions to the province of Saskatchewan in this matter. 


Mr. JACKMAN: From the legal point of view, you have no protection. 
Mr. Vaucuan: So far as I know, no. 


Mr. JackMAN: In regard to general information under taxes, you mentioned * 
that, with the expiration of the agreement between the dominion and the pro- 


vinces for war purposes, there is an item to be considered, inasmuch as the — 


system, in general, is not showing a profit, with respect to its Ontario and 
Quebec assessed taxation. | 
Mr, VaucHan: Mr. Cooper has the particulars of that. 
Mr. Cooper: It is according to the mileage of the railway in the province. 
Mr. JackMAN: That had been given up during the war? 


Mr. Coorer: Yes. For five years the province agreed to get out of the 
corporation and personal income tax field, so they did not collect corporate 
taxes of any kind during that five-year period. 


Mr. Jackman: In place of paying corporation taxes to either of those _ 


provinces? 


Mr. Coorrr: During the period of the agreement, there was no tax paid to 
the province. 

Mr. JacKMAN: But prior to that time you paid not on the net result, but 
on the basis of mileage? 

Mr. Cooper: That is so. 


Mr. Jackman: So now you are actually back on a mileage basis, profit 


or loss? 
Mr. Coorer: Exactly where we were prior to the five-year agreement. 


Mr. JackMAN: Have you readily available the amount of the taxes paid 
on the mileage basis? 

Mr. Cooper: In 1947, for Ontario, we accrued $457,000. In Quebec, 
$60,000. There is a difference there, in that Quebec municipalities have wider 
taxing powers than in Ontario. 

Mr. Jackman: Do you not feel in regard to this whole matter of profit 
taxation that if you can show you are not making a profit in either of these 
provinces, then there is good reason for the argument that you should not pay 
taxes, because you did not have any earnings on which to pay them? 

Mr. Coopzr: It is not a tax on earnings, but rather a tax on the value of 
the property, measured, in this case, by the mileage of the railway in the 
province. 

Mr. JackmMAN: Surely. The basis of mileage was taken in lieu of being 
able to departmentalize earnings per province. 

Mr. MacMinian: I do not think it is, because the province of Ontario, 
for many years, has had a railway assessment Act, which is a statute under 
which the railway facilities are assessed for municipal taxation. They exclude. 
certain facilities and permit assessment, but the right-of-way is assessed on the 
value, on the average value of the adjoming lands. Facilities, structures, build- 
ing, and things of that nature are exempt, excepting those facilities where labour — 


is employed. That is not quite the way it is set forth in the statute, but it is a — 


rough review of the situation. 
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Mr. JAcKMAN: It is always in lieu of municipal taxation rather than income 
tax. 


Mr. MacMi.uan: Yes. 


Mr. JackMAN: That was given up as part of the corporate and personal 
income tax during the war? 


Mr. Cooper: No. This was an overriding provincial tax. 


Mr. MacMiuuan: You have the two systems. The provincial tax which was 
vacated by the province during the term of the dominion-provincial agreement, 
and also municipal taxes on facilities. 


Mr. JAcKMAN: That was made part of the dominion-provincial agreement; 


this tax you are now paying to Ontario and Quebec, you did not pay during 


the war? 


Mr. Cooper: We continued to pay municipal taxes during the five-year 
period. 


Mr. JAcKMAN: But the president’s report says: “Taxes. The provision 
made in the accounts for taxes increased $2,765,075, mainly attributable to a 
settlement of claims by the cities of Halifax and Saint John, resumption of provin- 
eial taxes in Ontario and Quebec on the expiration of the wartime agreement 
Nee the federal government...” That is one of the reasons for the higher tax 
charge. 


Mr. Coopmr: The provinces came back into the tax field and began to 
assess corporation taxes. In the case of the railway, it is based on the mileage; 
in the case of telephones it is based on something else; and in the case of express 
companies it is based on something else. But, with respect to railways, it is 
calculated on the amount of mileage you have in the province. 

Mr. JAcKMAN: Well, it is something you have now which you did not have 
in the war years. 

The Cuatrman: Is there anything on page 13? 


Mr. McLure: Due to the fact that buses run down to the Borden ferry, 


_ has the Canadian National Railways any legal authority for charging those 


buses $1.50 a trip down to the ferry? It is a great inconvenience to the public. 
The bus service may run down, it may be from some part of the island where 
is no railway service. Then they have to get out of the bus at the station and 
buy a ticket for five cents or ten cents, which should be included in their sixty- 
five cents ride across, and they have to get their luggage all out. Whereas, the 
bus company, if they refuse to pay the $1.50, leave the passengers at the first 
station. So I would like to know if the Canadian National have that authority, 
legally, to say that the bus cannot run down to the pier. 

Mr. VaucHan: I do uot suppose we are doing anything that we have not 
got authority to do. | 

Mr. MacMirzan: Where does the bus run from? 

Mr. McLurn: Oh, it may run from Victoria, where there is no railway, or 


_ from Rocky Point, where there is no railway service, or it may run from 
_ Charlottetown where there is a railway service. 


Mr. MacMiiian: Where is it? Is it on the dock, in respect to which the 


charge is made? 


Mr. McLure: If the bus runs down to the steamer, you see, then the charge 


is made. 


Mr. Wauton: The charge has been made for many years, and I understood 
there was justification for the charge on account of use of our property. 
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Mr. McLure: There could not be very much, if it is based on wear and 
tear, because the province itself keeps up the highway down to the pier. This 
is right to the boat. 

Mr. VaucuHan: Well, the buses ought to pay something for using our 
facilities. 

Mr. McLure: No. They are using government facilities. It is only a small 
matter, but it is a terrible inconvenience. It does not amount to a great deal. 
Probably $1,000 or so, in the run of the year. | 

- Hon. Mr. Cuevrier: But that would add to the deficit, I would revert to 
a matter which you brought up a moment ago, to your complaint about the. 
method by which it was shown in the estimates. I find now, in looking over 
the Duncan report, that there is contained therein a recommendation which the 
railways have followed down through the years. ‘We further recommend that, 
so far as the ferry boat service is concerned, it should not be run as part of the 
railway operations, but should be run by the railway administration under 
separate account for the department. We feel that, by reason of its association 
with railway accounts, this service does not get the attention it should receive.” 
So, it is by virtue of this recommendation that the railways operate that as a _ 
separate account. 

Mr. McLure: It was taken out of the railways’ hands in 1932 on the 
recommendation of the Duncan commission. 


Hon. Mr. Cuervrter: That is the explanation of the manner in which it is 
set up. 


Mr. McLure: But it was not supposed to be taken out and then appear as 
a deficit. 


Hon. Mr. Cuevrier: But that is exactly what it says. 


Mr. McLure: No. It was supposed to be taken out of the railway account. 
That deficit was always chargeable to the operating of the railway, and in 1931 
or 1932 we had that removed, so that it did not appear against our division of 
the Prince Edward Island railway. 


Mr. VauGHAN: We will have to look that up and see what it covers. 


Mr. Hazen: Could we have a breakdown on the record of the taxes of 
$9,887,323? 


Mr. Cooprr: Yes. 
Mr. Hazen: I did not mean for you to read it, if it 1s too long. 
The Cuamman: Well, it will be included in the record. 


TAXES 
Dominion Government _ 1947 
Unemployment ‘Insurances vise 0, eters eine ee ets catatel ene ote tigiees tommy $1,156,052: 
Hxcise > Stamps. dec ese Rae ee VR ee Pe yoni eee ee ata tas ame etter ot 115,174 - 
United States Government ‘ 
BRe Retirements Lax tebe ote oor s ce ore scaoa isa ee es ee ene 1,937,103 
Unemployment: Insurance 0.5 Yok ne crises ate Ss 3 ae an ot et ee ose 1,011,086 
Tneome: and / Excess, Profits= ta Wse1 pele nee oie eat Dor ds eves eee 140,454 
Capitad: (STOCK... cl ac, Css Bias Rinks web eehe DUD has Mm teaes, 8 amet oeeeaie ees amr stes aes? 
VERS CR Cr oo Sythe ee EUR elaine Blea a le Fee aT R OTe ECT RRS Rts Weta eae ao 18,119: 
Other Governments (Great Britain, Mexico) ...........eeeeceees 20,145 
LEO CRA CUT oo ircd vin RN lhe toe ales Rie ys We vials lane aha bates tape ts teristics eerene 603,890: 


USS States. Taree oF soon he ehate lg Sale eo eras wae ee en eae ee ee nae 1,445,003 


eleven xt," bye Thales 


Municipal Taxes 
a Halifax 


(Juebec 
St. Lambert 
4 Hamilton 
| London 

Ottawa 

Port Arthur 
Stratford 
‘Toronto 

Windsor 
Winnipeg 
Calgary 

Edmonton 
New Westminster 
Prince Rupert 
Vancouver 
Buffalo 
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TAXES—Concluded ° 


St eeeeie oP ine eget eee ne, SAU USE EES Ais s! 9)..4)'e 8) 658) 8:8 0el em wre) S Aah Sl ah wl 8 lee ere he ehe) Gla ee 
Shel ashes “ieee tics ameaieg Copel e', #, Ones e Fes ee eerie! 0 a, 0) 6) ea 0h -¥ eaie\ graris eile ah gave ite 
Pee ene SSS es me Cee Mere eae Rel, S:, Cee ieie] 9 aie 6 ofc 0) oksreie ere" er ale alate ees 6 tina 
CI A os SONAR Os OMS CO, RST TIM IC COTS Tak OE Ta Wn Ca ne a OC Tar Pe eters 
OF Seem er en iy Saag ees Os 8 UP SHO. OLL el 89) Aa le ia, elie Key's ot 6.0, 1e%'e) ble elie es Sipy ene, Vi eel 
oo eee ees aware Oe ekS. <> Sis 8 Ne tel si 6 ref bing) -eVeieie «im le tel sip \e. wie '6)"s! 6, eiiores eels: ae 

Fe tipie Steele Kou) Sge geass e ei wee 6) 8) tiie oe: ie weer |B Tee celelie! al! 6 U6ls:, gg (eee alkenes era 
ene cite eich’ Roe * aon anes a Cele) SW eee, .6) 6)*a" 8) 86. 8 “OL ors 'bh-0).0.)0' ee le; leviei’e) w.ve v.61 8, at's 
Pesaran Seen e Lae a \¥ yh OSS! -e)'-6 Ke) el agedeN le! ase. erie oie! eo ee eye ot 0) 6! 6) 6 ole) 'e ore 
SUG.) hte aiineL ce wes aate Ag OS OLS.) OL ey ee 8 eeLion €:rel.e0 Sie) eye! si 6/ 0:18 lepers, smane af ue ee ae 

Sy SiGe ai Cees pa Cassy 2) Sao Set 8) aes: 8, "s/w 8 else ee ee) sib Feic 646) elre.iel gf Gb 6 8 bi eee? ene oe 
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tn eminem einen Aner ea eh (0 Eero, ole. ev Gle bl q\+6! ws Lelia euler es 6jeere' «fe. iv: woes hee e.-o. a 84g 
og SEAS Ose ere eae ar Se. 8) OL eTel le: 9 OF 6) aS 6 e010) e's! 06 0 18)" gi ye. 008! 6. ee: 6 eo 
Seale Lge ame So Melee LOO rem. feist) e, (eat 6a 6 e's wo le. let /ible alee: eee, fe 
Aste eerie a eu'S: SLE! oLeNel eet py Ore) ¢)\0 1s \erele (6 ele oie 6 6 6 8 6 ¢ eee «te 
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364,883 
178,263 
092,233 
45,2103 
24,496 
41,478 
44,486 
96,618 
12,968 
36,469 


21,733 
52,567 
40,716 
42,792 
8:0.5,942 


$9,887,323 
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The Cuatrman: Gentlemen, is there anything else on page 13, or can we go 


over to page 14, 


“Proprietor’s Equity Account’’? 


Mr. JacKMAN: I wonder if the number of employees in the Canadian 


_ National Telegraphs is available? 


Mr. VaucHan: We can certainly get it for you, if we have not got it here. 


It may be here. 


The CuarrMANn: Are there any questions with respect to page 14? 


Mr. VaucHAN: No, we have not got it here, but we will get it for you, Mr. 
Jackman. 
a The CHatrMAN: Page 14, “Proprietor’s Equity Account”; “Capitalizaztion 


of Canadian National Railways.” 


DOMINION OF CANADA—PROPRIETOR’S EQUITY ACCOUNT 


CAPITAL STOCK OF CANADIAN NATIONAL RAIL- 
WAY” COMPANY ~ coo le “Gh Se 


CApiITaL Stock or THE CANADIAN NATIONAL 
RAILWAYS SECURITIES TRUST: 


Initial stated vale... 6. dames «ade 
Surplus earnings, years 1941-1945... 
3 Capitol - aime... cats sos). Boeke. 
Cpeital leeds ean el. 


~CapitaL EXpeNnpITures By DomINIoNn oF 
(CANADA ON CANADIAN GOVERNMENT 
RAILWAYS 


224) 16) OF ee). 8 8 16 Ore) Bis 0) 6 Sale 8 see “eh o. oF el 8 8 


* Details on page 19, . 


Balance at 
31st. Dec., 1946 


$ 18,000,000 00 


$270.037,437 88 
112,502,061 64 
19,105,651 88 
21,241,546 47 


$380,403,604 43 


$377,614,970 84 


$776,018,575 27 


Transactions 
Year 1947 


$* 1,885,469 41 


So. RUZ ORS 


$ 1,822,674 18 


- 


$ 1,885,469 41° 


Balance at 


31st. Dec., 1947 


$ 18,000,000 


$270,037 ,437 
112,502,061 
19,105,651 
23,127,015 


$378,518,135 02 


$377,677,766 


$774,195,901 


00 
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CAPITALIZATION OF CANADIAN NATIONAL RAILWAYS 
! Balance at Per Cent 
3lst Dec., 1947 of Total 
Equity CaPmitaL:* 
Capital Stock of Canadian National Railway 


Company y cae 220s ede oe ree aie $ 18,000,000 00 
Capital Stock of The Canadian National 
Railways Securities Trust .........0+.s003 378,518,135 02 
Capital Expenditures by Dominion of Canada 
on Canadian Government Railways..?.. 377,677,766 12 $ 774,195,901 14 387°8% 


BorRoOWED CAPITAL: 
Holdaby ithe pubiie ja. , c- 2 cae hee oD ee $582,859,761 89 
Dominion of Canada—Loans....... 0.06 ee ees 689,470,348 51 1,272,330,110 40 62:2% 


$2,046,526,011 54 100-0% 


* Excluding shares of subsidiary companies he!d by public—$4,570,940. 


The CuatrmMan: Now, under “Operating Revenues” on page 15, perhaps 
there will be some questions on that. ? 

Mr. JacKMAN: Just to refresh our memories with respect to the capitaliza- 
tion of Canadian National, because we only meet it once a year, and then 
sometimes our minds forget the details. The capital stock of the Canadian 
National is $18,000,000. That arises from what, Mr. Cooper? : 

Mr. Coorger: We issued $18,000,000; that is, the Canadian National Rail- 
way Company issued $18,000,000 of stock to the dominion in exchange for the 
capital stock of the Canadian Northern Railway Company. 

Mr. JacKkMAN: For stock? 


Mr. Cooper: $18,000,000 is the stock of the Canadian National Railway 


Company through which the dominion controls the Canadian Northern, the 
Grand Trunk Pacific, and the other companies in our system. 


Mr. Jackman: And the next item is the capital stock in the Canadian 
National Railways Securities Trust, $378,518,135.02. . 


Mr. Coorer: You will remember that in the Capital Revision Act of 1937 


governmental loans for capital which amounted to some $270,000,000 were 


exchanged for shares in the Securities Trust. And since 1937 the value of those 


shares has been increased by $108,000,000, which is the net of the profits of the ~ 


railway during the war years less certain capital gains and capital losses 
which, under the terms of the Capital Revision Act, had to be added to or 
deducted from the proprietor’s equity account, which also is equivalent to 
shares in the Canadian National System owned by the Dominion of Canada. 
The third item of $377,000,000 represents government expenditures on the 
Canadian government railways practically all prior to their entering the 
Canadian National System in 1922; in total, $774,600,000, which really repre- 
sents the shareholders’ equity account in the Canadian National Railway 
System. cea 

Mr. Jackman: How much was written off in 1937, in the 1937 capital 
reorganization? 

Mr. Coorer: The Grand Trunk and the Canadian Northern capital stock 
which, by arbitration awards, was said to have no value, and some debentures 


of the province of Canada prior to confederation, amounting in all to $262,000,000, | 


were written off; and loans amounting to $270,000,000, which, as I mentioned, 
represented loans for capital purposes, were transferred from interest-bearing 
debt into equity capital; loans for deficits amounting to $373,000,000 were 
sn off and interest on loans amounting to $530,000,000 also were written 
off. 


> 
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Mr. JAckKMAN: Making a grand total of how much in all? 


Mr. Cooprr: As far as the government is concerned, we wrote off $904,000,- 
000, which represented loans for deficits and interest. 


Mr. JACKMAN: $530,000,000 was accumulated interest? 


Mr. Cooper: Yes. None of it was represented by assets. It is money that 
had been lost years ago, that is, prior to 1937; and it was always our contention 
that it had no place in the railway balance sheet; and that view was taken 
by the government when the Capital Revision Act was enacted, but no govern- 
ment money which had been used for capital purposes was written out. It is 
rather important to keep that in mind because the statement is made from time 
to time that the Capital Revision Act wrote down the capital investment in 
the Canadian National Railways. I do not think that is true. All the capital 
of the government is still in our capitalization, but to the extent of $270,000,000. 
It was changed from interest-bearing debt to equity capital. 

The CHairmaANn: Are there any other questions as to that, gentlemen? Now, 
operating revenue. 


OPERATING REVENUES 


1947 1946 
ete Tibi ace ni hae eve b ete ee Sean, Kher ea eubireupres ete eles $338,440,473 29 $296,403,320 83 
Payments under Maritime Freight Rates Act (20%) 4,141,529 39 3,909,878 07 
PaSRC OC ite casah ew tank © noe ae eee, Oe hak aiica ety See ome 43,017,689 66 50,128,223 16 
ee GTS ohcothly oop Laan a Ra IRY ER oe erat ne udev hast Ree wig ths 159,926 67 182,522 20 
Ree Dine Cates ck rene lea ee se nae ae one ae are 6 3,176,570 61 3,087,104 21 
Pariar voted ne nae hate eos le heh oe wc he Oke OR en 303,941 31 | 284,444 29 
EAI ec yl Peele maw ela cian co WaT Ue See ah ee 4,583,160 69 4,275,981 70 
PVaLIWa yer LUX PT OSS aA PRNCY oo ence): Widislv eo dicus wa gle's tue Bene 460,112 11 118,269 78 
3 ig 81s NS See eieiate AE Uae una Sigs Sis CA DF ofr gg en aa a 20,791,671 70 19,461,209: 16 
VIMSES PASS On Perr LEAN Wie os ty Cou sccle by ecm o ccs rales, s 19,479 13 41,901 84 
EP UR ae er reg ie tan Mma hcp ay alate y Seite Lt ee 478,090 37 504,275 89 
LAS) Ua Rat -oRae Rept ie ese a ERE te) A ch AT Ea aR a 4,061,705 77 3,334,010 96 
Wiaher tl vanglore tas ct cir. a ihe say sas dares Zo ats en y Sy aie ecw pans 242,268 32 
NJ LEOU atic tls eee Nee tee ote feta ae cae is en eS 2,488,583 51 3,104,899 44 
ResbANLante iis iis cns on she etal esc ert ange Ade AE Renn a ee aa 304,198 06 281,704 48 
Station, Train, and Boat Privileges ............... SiOs1 22.84 462,921 99 
Parcel TONE Teese Nata e tele sete ¢ 28 ORES ls Fk Sega ep RE ee 94,459 66 118,919 06 
Ota P Ot Fig ihe ee ey peat kilce wt bee Clee Ce ees 174,740 50 140,305 04 
DiOreger Deora tei eel alo knee rcedea)s. ots 61,251 47 77,644 73 
Demurrage De hee wianstrre RO seit: nl aaee a's tba eee eign is huge 2.010.61a2%2 2,270,174 93 
emerapn Oominissionan: (U0; ) oo. en 8 oo oe kc eke es 15,500 90 13,580 86 
Telegraph—Commercial Bel ee PRD cyan EP ee 7,685,919 00 7,340,019 34 
Grain Elevator ae SRS RMP PTA es UNE come ediba’ ALOE ac oak 293,964 15 205,476 07 
Rents of Buildings and Other Property............ 784,272 74 868,635 14 
Miscellaneous shi nan os lta era TREES lee Se ng 2,662,906 54. 2,524,982 72 
oie baci ty-—Oredity 7 sagem te ee PIR | va. vice 813,608 63 812,390 49 
J oinii< Facility—Debiticaavasiin ese ee ok Pe 98,954 81 109,038 81 


$438,197,980 00 $400,586,025 89 


Mr. Jackman: Does the Canadian National require, proportionately, more 
capital expenditure than does the Canadian Pacific? 

Mr. Cooper: I do not think so. 

Mr. Jackman: But your rate of expansion, with new lines and improvments? 

_ Mr. Vauenan: Our system is much larger than that of the Canadian Pacific, 
so it 1s reasonable that our capital expenditures might be larger. 

Mr. Cooprr: In the eight years, 1940 to 1947, our total capital requirements 
amounted to $59,000,000, which is approximately $7,000,000 a year; and that is 
not a lot of money for a railway system which has 24,000 miles of railway. 

Mr. JAcKMAN: During that time the Canadian Pacific, however, reduced 
its funded debt quite substantially. : 


Mr. Vaucuan: But we have reduced our funded debt each year for a number 
of years back. We have reduced our funded debt very materially. For example, 
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in 1932 our hxed charges were $59,690,000, and they ae been coming soe 
each year until they are now $45, 925 000. : 

Mr. JAckman: And your indebtedness was what? 

Mr. Cooprer: In 1932 our total indebtednes was $1,289,000,000; and in 1947 
it was $1,272,000,000. There is a decrease between 1932 and 1947 in the capital 
debt of $17,000,000; that is in spite of our large expenditures. 

Mr. VauaHan: And the fixed charges have been reduced $14,000,000 per 
annum, in that period. 


Mr. Cooper: You might be interested in how much we spent on new equip- 
ment. From 1940 to 1947, we bought $123,000,000 worth of new equipment. 
In the same period we charged operating expenses for depreciation, $131,000,000. 
Since 1940, every bit of new equipment has been paid for out of revenue. 


The CHAIRMAN: Questions on operating revenue on page 15? 


Mr. Hazen: There is a decrease of over $7,000,000 in passenger revenue last 
year as compared to 1946. What has been puzzling me for some time—l do 
not know whether Mr. Vaughan would care to answer it—is why the railway did 
not ask for an increase in passenger rates as well as freight rates in their 
application to the board? 


Mr. VaucHAN: That was dealt with this morning. 

Mr. Hazen: Oh, then I shall not go into it again. 

Mr. VauGHan: I think you will find the answer in the record. 

The CHAIRMAN: Are there any other questions on operating revenue? What 
about operating expenses, maintenance of way and structures? 


OPERATING EXPENSES 


Maintenance of Way and Structures 1947 1946 
SIFDELINVENGENGE <5 00. nods eam Vacnace oe Fk ke AE ete $ 4,840,954.29 $ 4,467,817.94 
RGae way WlaImbenance <0 geet sha ea ee eee 8,940,967 .02 8,761,886 .50 
Pannels; and. ASubwWaysini. oo octets Hote ed eee 62,197 .42 51215345 
Bridges, Trestles and Culverts. ..:...¢5.66..s.005 3,330,862 .76 2,859,062 .67 
NESSES eral 0 gee igs Aa eee meen Rta A Rare PRs Oo) 7,704,258 .03 6,168,103..68 
PEARL STAR ace tn nea a ARE, Wyo sei nel Sone ek aoe. oe aes 3,988,418 .63 2,920, lal2oe 
Other: virack WNLaterialls.: 51sec whisw ded colt tae eee | 3,155,437 .37 2,660,235 .82 
jap Wht) camming phate Wiks me eR NA Bago cr Ia dae SUN po 1,683,977 .42 1,721,467.58 
aD raelkselay mer cand WSUrhacine es ats Calees te pao ccetes 19,247,121.00 18,381,101.75 
Fences, Snowsheds, and Signs...............000. 843, 287 .73 648,759 .2i1 
Station sand*/Office | Buildings co 0re; 200th. oeis ose 3,153,298 .98 2,801,982. 31: 
Oa IrAy: VU Lid INSw th viene fashear< eak a eC ee aes 353,104.40 362,193 .55' 
NV BiteT a LATIONS 6 Md scree th CoM one RCE Coad oe eee 633,854.04 563,851.22 
ELE Ura LAGOS «io Fa) 5 tae saeco bale eae ete eR MALICHE Th ae ee 391,992.46 315,665.52 
Shops and’ Wnginehouses..0622 6 oabk bi cdo eee 2,340,796 .59 2,023,021. 72 
Cea HEY AUOLS He alld sonic sie Ioana eeees Patices ek eatueie ae ee 31,741.24 43,447.21 
WVtrar ves amd oeKe.. 24 'Ser lee re ese ae alee aye pens ee 168,346.15 197,504.42 
Telegraph amd Telephone Lines.../.:....:.....0. 1,476,683 .02 15255,079 3 
Peteoraph=—Commercials 53.0.6 2 ke ene Pees eee 1,762,135 .87 1,475,967 .63 
Sienales anare  Nterlockerse s 0s 4 ees sehen bes bese 1,395,017 .96 1,219,980 .43 
Power PRADA see Sos Wc s coe chee ere he Eee oes 45,418.97 17,268 .47 
Power ‘Transmission Systems..............00000% 225,189.93 185,378.39 
Miscellaneous. (Structures. fcuaec a <elen eee see ake 3,902 .60 2,490.45 
Road Property—Depreciation—U.S. Lines........ 885,430.05 903,079.96 
Road =Property—Retiremente...40 0.0 Oi occas awe 881,509.63 1,860,910.12 
TMOG Watts WL ACTING 6. WA ys Stein ok eee c Meek cots tees te ae 767,998 . 96 642,934 .84 
Dismantling Retired Road Property.............4 160,393.32 248,973.14 
Amortization: of ; Défence. Projectses. St.” $s. sau ee lees - 2,147.41 
Smalisools. andusuppliesa:.“swiie uw clas ae eres 1,097,950'.76 887,800.55 
Removing. Snow, lee, ‘and Sand si o85 es: sa. es es 5,211,918 .39 3,192,937 .07 
Public Improvements—Maintenance.............. 491,985.65 656,394.58 
PMIMTICS ALO AL CTRONS: 1. Hk Wd Clee ok, Mee eae 625,460.07 718,369.45 
ESUPatRCO oie st wre Os ose 8 ate Cae eee 26,256.18 28,329.53 
PLAtiGuery cand Ge TIiLIny soe cehe otis, phot cot ete Gee 94,426.33 79,530.04 
URGE a LL RTONISES on ihe: tzoee ch Sekt a on tes a at en aa 20,394 . 90: 41,343.70 
Maintaining Joint Tracks, Yards, ete—Debit.... 1,046,479 .08 909,722.71 
Maintaining Joint Tracks, Yards, ete—Oredit.... 1,876,138 .16 2,084,511.95 
Right of Way LiXPEUGOS). <0 CL einen te ee as eee 77,955 .30 59,905.78 


$ 75,250, 984.34 34 8 67,156,485 .69 
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The CHAIRMAN: Shall we turn to page 16, EOnenatine ig, Main- 
tenance of Equipment”? Are there any questions on that item? 
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Maintenance of Equipment 


Superintendence 
Shop Machinery 


Machinery—Retirements 
Machinery—Depreciation—U.S. Lines 
Dismantling Retired Machinery 
Steam Locomotives—Repairs 
Other Locomotives—Repairs 
Freight-train Cars-—Repairs 
Passenger-+train Cars—Repairs 
Floating Equipment—Repairs 
Work Equipment—Repairs 

Express Equipment—Repairs 
Miscellaneous Equipment—-Repairs 
Miscellaneous Equipment—Retirements 
Dismantling Retired Equipment 
Equipment—Depreciation 
Express Equipment—Depreciation 
Injuries to Persons 
Insurance 
Stationery and Printing 
Other Expenses 


Joint Maintenance of ‘Equipment—Debit Sr Mae 
Joint Maintenance of Equipment—Credit......... 


Deferred Maintenance—Equipment 


Trafic 


Superintendence 
Outside Agencies 
Advertising 
Traftic Associations 
Stationery and Printing 
Industrial Bureau 


Colonization, Agriculture and Natural Resources. . 


Transportation 


Superintendence 
Dispatching Trains 
Station Employees 
Weighing, Inspection, and Demurrage Bureaus. 
Coal and Ore Wharves 


Vard Reel ae Siete Be ee MARS 
ard Hingi nema ferent I 


Yard Motormen 


Enginehouse Expenses—Yard 


Yard Supplies and Expenses........5...0......6.. 
Operating Joint Yards and Terminals—Debit.... 
Operating Joint Yards and Terminals—Credit.... 


Enginemen 
Motormen 
Fuel 


Train 
Train 
Train 
Train 
Train 
Water for Train Locomotives 


Lubricants for Train Locomotives................- 
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Station Supplies and Expenses....¢......+-..-00: 
Yardmasters and Yard Clerks 5 Sk.) 


Ce i i i | 


Yard .dptehimg, “Raseliso. & 1 anceWicy et iGo. . 
Yard Switching Pewer Picdueed ks ..s.. 
Yard Switching Power Purchased...... eo ee 
. 1 Weter:for Yard. Locomotive. <i. cAsikcn. ic... sees 
Lubricants for Yard Locomotives................ 
Other Supplies for Yiard Locomotives Fe Ea 
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1947 1946 
$ 1,934,402.08 §$ 1,782,438. 
2,741,996 .35 2,216,834 
188,884.32 133,788. 
229,112.85 371,828 
67,505.36 66,352. 
7,985.36 4,345. 
26,367,192 .23 23,160,658. 
472,660 .2:1 386,951. 
21,939,842 .15 19,060,111 .: 
12,009,531 .49 10,559,617. 
502,682 .89 483,483. 
2,688,872 .93 2,239,503 
242,555 .7:7 226,514. 
239,453 .96 209,953. 
10,189.79 11,154. 
139,136.38 79,149. 
16,920,929 .13 17,701,420. 
180,881.07 TOTS 
629,673.92 527,141. 
43,679.41 31,396. 
78,214.76 63,278. 
12,362.68 47,555. 
344,209.78 412,118. 
221,706.80 213,041. 
8,000,000 .00 6,000,000. 
$ 79,770,248.87 $§ LS 733,329. 
$ 2.563,871.38 $ 2,394,626. 
3,301,452 .06 3,139,627. 
914,598.05 729,962. 
138,281.18 124,634 
370,485 .21 329,271 
162,650.38 138,375 
256,776.93 236,392. 
$ 7,708,115.19 $ 7,092,888. 
$ 4,396,299.30 $§ 4,105,576 
2,403,190. 11 253313,357 . 
29,520,061 .13 page Oe teed Was 
114,217.49 130,763. 
53,132.90 78,885. 
2,161,786 .44 1,806,146. 
5,704,768 .2i1 5,256,575. 
10,405,411 .00 9,304,920. 
964,415.81 907,568. 
63373,009 .D2 5,871,797. 
1,016,493 .58 762,186. 
8,195,195 .03 6,457,988 .: 
16,212.60 16,216. 
95,253.61 83,300. 
218,394 .36 SLO OL 
104,478.40 91,655. 
79,783.56 64,643. 
2,440,970 .60 2,237,604. 
225,217 .80 ~ 207,415. 
PDT 12 22 1,909,538 . 
2,208,534.26 2,087,574. 
LRoot, 318.84 16,035,536. 
178,054.36 133,665. 
40,900,739 .83 32,185,554. 
690 . 34 5,309. 
58,038 .70 49.531. 
1,488,387 .11 1,415,603. 
664,488 .21 595,205. 
382,989 .36 Seok. 
$135,731,765.16 $118,119,998. 
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OPERATING EXPENSES— (Continued) 


Transportation (Continued) 


~ 1947 1946 

Brought “Forward esi it. oe tere eee $135,731,765.16 $118,119,998.78 
Enginehouse ‘Expenses—Train sn IR Ine n= PS RENE 6,850,009. 39 6,379,506 .62 
Sie SIVTVCD AN © eo Ate ee tae gts Ue aah tan Sea teagan Po ea za os 20,523,147 .49 18,710,228 .33 
Train. Supplies and Hxpenses..../ 0.0.5.0. eee £3; 083, 400.27 11,445,162 .14 
Operating: Sleeping: Gare sco. ys eats ap wrioeree : 2,158,181 .92 2,150,487 .70 
Signal and Interlocker Operation................ 683,722 .20 650,174. 62) 
Crossing. Protectroir 0.9 eae evs. | abe he ee ee eee es 984,908.49 979,709 .04 
Drawbridge Operation 4.5 S500 oe See cee 173,046 .27 166,447 .98 
Telegraph | and Telephone Operation. .....23..5.0.% 480,888.75 464,575 .98 
Telégtaph=-Comimercral Nay cycis's sce na earalstes reise ails 6,251,398 .21 5,798,271 .25 
Operating Floating: Hquipment../ 0. ficc ne scales 1,319,354.00 1,265,123 .95 
Bisa Gea Tio haiser aca w Oe Go chal tu aa eda Ee eae 12,790,800 .30 11,117,190.76 
Stationery and? Printing isa sacs Uae eee te eee 951,961.01 795,388 . 85) 
Dy aleicy agus wh-c) 41 oh a\ oy a en ere HS) or. ere rare tte 1,900,191 .98 1,505,911 .48 
Operating Joint Tracks and Hanlbest Demeter 1,228,652 .86 1,102,710.56 
Operating Joint Trucks and Facilities—Credit.... 513,714.22 494,378.63 
BUS ETIC Geass ghd eed cate ne OS aire ERIE ROIS RENE Gace SPAS 16,504 .93 21,676.65. 
Clearitd.. Wrecks sii. ei 88 cca ere Rio eee eanne tees 500,922 .61 496,239 .06 
Damage HOI EL OPEL GV cid ow ete ea tote: terete Rial: aig aac raenens 135,038 .97 99,436 . 65 
Damage to Live Stock on Right-of-Way........... 89,983 .27 76,434.34 
Loss and Damage Freight so... Se tees ae ome 2,790,464 .18 2,318,846.70 
Loss and Damage—Bagegag "St ae eae V6 Lead ea Pat Ons Ft 10,679.58 16,416.69 
Injuries to Persons SRT ts Conan VAC he, fee Te seen at 2.209.168 .58 2,168,016. 61 


$2:10,440,476 .20 $185, 353,576.11 


Miscellaneous 
Pming and. Buffet: Service .\.g05 sane see wwe nee $- 3,753,190.08 -§ 4,193,154-21 
Re SUCURLIEUTIae hee oN  acclai uty mate samen chahemel os uate, ae ihe 307,144.24 280,544.06 
Tay Ble VLOOLS eters a aes Ges Sieh wae eh as aoa Siete Orman 155,626.58 195,697 .54 
Other Miscellaneous Operations...........e.eee0- 45,870 .22 40,280.84 
$ 4,261,831 .12 Ux 4,709,676.65 
General 
Salaries and Expenses of General Officers........ $ 567,250.20 §$ 539,613.28 
Salaries and Expenses of Clerks and Attendants.. 7,218,837 .70 6,904,342 .48 
General Office Supplies and Expenses............ 369,338 . 80 354,481.91 
PSA SAU RTIOTO ORL ct hiltls s pee eg be ake ie ew banana ose 449 639.62 429,900.22 
Relief « Department Expenses... 00. 2.0.4. ee es 27,500.00 27,500.00 
PS Heotie Owe ea la Bite he Lae Ses teat nds Were. Bante cones 10,502,481 .04 10,446,942 .09 
Statroniery <and. a Pit ne’ 7 cues. ace ¢ eee bina alouny 314,437.41 280,250.94 
Mil abLO. tH XDCNSCR “50! cod lacoste s Bisse oo Geer netkpste ees 15,215.00 15,075.89 
Cyilier= Wapenses Ae ine Dee ay oie Seem ee a Une 175,981.91 148,898.15. 
General Joint Facilities—Debit.................. 63,457 .31 55,756.14 
General Joint Facilities—Credit....2...... 0.0500. 13,186.91 11,999.78 


$ 19,690,952 .08 3s 19,190,761. 32 


Mr. Gipson: These steam locomotives are very expensive to keep running, 
$26,000,000 for repairs. Perhaps you should get diesels. 


Mr. VauGHAN: We have a number of diesels on order. 
Mr. McCutuocu: Then, they would not need coal. 


Mr. VaucHan: We cannot get anything like the amount of coal we need in 
Canada, anyhow, Mr. McCulloch. 


Mr. Mutcu: Did you say quantity or quality? 
Mr. VAUGHAN: Quantity. 


Mr. Emmerson: So far as locomotives are concerned, there is a great 
shortage of power on the system? 


Mr. Watton: Yes. 
Mr. Emmerson: That is one of the difficulties you have been encountering. 


Could you give us the percentage of unserviceable locomotives there are on the 
system today and also the number on the Atlantic region? 
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Mr. Watton: I will give you those figures. We have not them with us, but 
they are readily available. 

Mr. Emmerson: Could you give those figures for both freight and passenger 
locomotives? 

Mr. Watton: I cannot give it to you that way. Some of these locomotives 
are interchangeable and work on either passenger or freight. I could give you the 
system figure and the Atlantic region figure. 

Mr. Emmerson: We have rented locomotives, have we not? 

Mr. Watton: Yes, we rented some locomotives during the winter months 
when traffic was the heaviest from the American lines to help out our supply. 
The Canadian Pacific did the same thing this winter. 

Mr. Emmerson: What did they cost us per day? 

Mr. Wauton: $80 to $90 a day; that does not include making any repairs 
to them other than ordinary running work to keep them up from day to day. 
When they have run long enough to require repairs, they go to the home road 
which repairs them at their expense. The rental is all we are charged. 


Mr. Emmerson: For example, in a case such as recorded in the papers, when 
one of these locomotives blew up in the Turcot yard this past winter— 

Mr. Watton: That was a year ago. 

Mr. Emmerson: That would be chargeable to the Canadian National? 

Mr. Watton: That is right; we had to pay for that the same as we would 
have had to pay for one of our own if it had happened to it. We.failed to return 
it to the owners. 

Mr. Emmerson: What has been the position in the past year in regard to 
the repair of locomotives? Have we been keeping up the repair of locomotives, 
in this way, are we manufacturing as many miles as we are consuming? 

Mr. Watton: No, we are consuming more miles than we are manufacturing; 
that is, in recent months. 

Mr. Emmerson: Are our locomotives running as much mileage per month 
as they used to do? | 

Mr. Watton: Yes, we have figures on that. The daily mileage is higher 
than it has been in previous times. The figures are available and we can look 
that up. 

Mr. Emmerson: Could you give us the mileage? 


Mr. Watton: Mr. Cooper shows me some figures which indicate the average 
daily mileage per locomotive in freight service in 1939 was 101; in 1947, it was 
141. In the passenger service the average daily mileage per locomotive in.1939 
was 166 and in 1947, it was 219. 

Mr. Emmerson: That is per locomotive in service? 

Mr. Watton: That is right. Those are miles actually made by the loco- 
motives running, : ; 

Mr. Emmerson: Could you give us the monthly mileage on the locomotives 
which the railway owns, that is not those that are in service, but all locomotives? 
Could you give us the monthly mileage or the average monthly mileage in the last 
five years? 

Mr. Wa.ton: We will get those figures, Mr. Emmerson. 
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Mr. Murcu: In connection with repairs and maintenance, Mr. Chairman, 
are any curtain sleepers being converted now, in our own shops, to room cars? 


Mr. Watton: Conversion is going on in connection with cars similar to the 
-Fort Lawrence type which are four bedroom cars and a large loung, and also 
ears similar to the Brantford type which consist of certain open sections plus 
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drawing room and two compartments. We have two sample cars of these types. — 
Now, additional cars are coming along in our own ships to the same standards as 
these two. 

Mr. Murcu: Is it feasible to convert curtain sleepers to room cars? 

Mr. Watton: It is a very heavy job and expensive. What we would prefer 
to see done is that room cars be purchased and, in the changing of any cars which 
are converted, to use something like the Fort Lawrence type or the Brantford 
type which does not run into as heavy work on existing equipment. 

Mr. Murcu: There is a tendency to go infor more room cars? 

Mr. Watton: Yes, room cars are in demand today. 

Mr. VauGHaN: It is difficult to carry on these conversions and keep up with 
our ordinary repair work. We have a number of roomette cars on order with 
the car company. 

Mr. Murcu: I was looking ahead a little but, at the same time, looking 
back. I remember when we were not as busy in our shops as we are to-day 
and I was anxious to know if that question had been investigated and if the 
transformation was feasible. 

Mr. VaucHan: The tendency today is, undoubtedly, towards closed accom- 
modation. People, I think, are tired of the open Pullmans and, having that in 
mind, we are converting more of our cars to room cars and have bought a 
number of these duplex roomettes which probably will not be delivered for a 
year although we are promised delivery by late fall. I doubt if we will get them. 

Mr. Mutcu: The cars of this type which you have are on the: transcon- 
tinental run, are they? 

Mr. VAUGHAN: Yes. 

Mr. Gipson: How many locomotives have you altogether? 

Mr. Watton: About 2,500. 

Mr. Moors: I should like to know if the mechanical department of the 
road thas had sufficient time to compare the cost of maintaining steam power as 
compared to diesel power? 

Mr. VauacHan: I do not think our information would be of much value. 
We have only had in service, up to the present time, diesel switch engines. 
We have no road diesels in service as yet, although we have some on order. 

The CuarrMan: Are there any other questions on maintenance of equip- 
ment? | 

Mr. Emmerson: There is one other question I wanted to ask concerning 
locomotives. In your return of locomotives or in the repair of locomotives 
in the shop, do you base your comparison on the number of locomotives shopped 
or repaired or do you figure out the amount of drawbar pull you are turning 
out and putting on the road? 


Mr. Wauton: No, what is done is that. locomotives are classified as heavy 
or light repairs. Repair No. 2 or No. 3 is a very heavy repair which may 
run into not only heavier machinery, but boiler work and firebox work. 
Nos. 4 and 5 repairs are getting lighter. When the engine is thoroughly over- 
hauled, new available miles are calculated to have been put into that loco- 
motive for service, and that is the way they are rated. 


Mr. Emmerson: In checking on your locomotive repairs and maintenance, 
have you any figures to show the comparative output of real power, the draw- 
bar pull from month to month or year to year? How does it compare for the 
- last five years? Is it going up or going down? 

Mr. VaucHAan: You mean the tractive effort of our locomotives? 
Mr. EmMeErson: Yes. 
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Mr. VAaucHan: It has been going up right along. It is considerably 
higher than it was in 1989. We have figures to that effect which we can 
give you. 

Mr. Watton: Of course, the size of our locomotives is increasing. One 
figure of which we have a note here is that, at the end of 1938, the total tractive 
effort, that is the number of pounds of tractive effort, was 108,000,000 all 
locomotives. 


Mr. Emmerson: That is at 100 per cent efficiency? 


Mr. Watton: No, that is allowing each locomotive its proper tractive 
effort according to the number of thousands of pounds of tractive effort it 
possesses. The total for the railroad was 108,000,000, whereas, at the end of last 
year 1t had risen to 112,000,000. The size of locomotive is rising. We are 
replacing some of the old small ones. 


Mr. Emmerson: As you go along, you use up a certain percentage of that, 
so what is the available usage of that locomotive. There is a certain mileage 
between shoppings which you have? 


Mr. Watton: Yes. 


Mr. Emmerson: You estimate you should have so many thousands of 
miles? 


Mr. Watton: That is right. 
Mr. Emmerson: Then, you consume that mileage. 
Mr. Watton: Yes,. 


Mr. Emmerson: Has the position of your effective power gone up or gone 
down, or have you been using up more than you have been putting back in? 


Mr. Watton: Lately, we have been using up more than we have been 
repairing in spite of the fact we have retained men who are now beyond 
the age of sixty-five, if they are physically fit to work and ready to do so. 
This repair department is the only department on the railroad in which we are 
extending the use of employees beyond the age of sixty-five. We are taking 
on additional men wherever we can get them if they are competent workmen 
in that line of work. In other words, we are not sparing any expense, as is 
indicated in this equipment statement here in the annual report, showing that 
reserves were used last year to the extent of $8,000,000. We are doing every- 
thing we can to overcome this locomotive situation, but it was run out so 
hard during the war and there has been no let up since. It is simply a case 
of putting forth every effort to overcome that situation, but we have not been 
able to do it yet. 


Mr. Emmerson: In the various shops, take the Atlantic region for instance, 
are you putting out as much work? Are you getting as much tractive effort out 
of the shops as you used to get out of them? 


Mr. Warton: I think so. I am only speaking from memory at the moment. 
The performanve at the Moncton shop has been good. 


Mr. Emmerson: Has it been keeping up its efficiency in the last five years? 
Mr. Watton: It has not been dropping off. 
Mr. Hazmn: I see there is an item here for train fuel $40,900,739.83. Mr. 


Vaughan made some mention of the fact that the railways could not get all 


the coal they needed in Canada. I wonder if he could give us a breakdown, 
and put it in the minutes, showing how much coal is obtained in Canada; how 
much from the United States; how much oil is purchased; how much from the 
United States and what percentage of the fuel is used in Canada and what 
percentage in the United States. 
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Mr. Vavewan: Yes, sir, we have all that information here and we will 
be glad to file it. | 

Mr. JackMAN: In connection with this deferred maintenance of equipment, 
$8,000,000, as against $6,000,000; is that drawn down from the deferred 
maintenance account? It does not refer to the amount outstanding? 

Mr. Coorrr: No, sir, it is the amount drawn down. 

Mr. Jackman: You are depreciating your equipment each year, now? 

Mr. Cooper: Since 1940. | 

Mr. Jackman: How much did you spend—equipment and maintenance 
would not necessarily be the same—how much did you spend, first of all, on 
equipment maintenance during the year? 

Mr. Cooper: $79,000,000. I should have said $87,000,000 and we took 
credit from the reserve for $8,000,000 which made the net expenditure $79,000,000. 

Mr. JackMAN: How much was your depreciation on the equipment? 

Mr. Cooper: It is shown there, $16,920,000. 

Mr. JAcKMAN: So, you were only able to charge the system with $16,920,000 
for depreciation of equipment and you have taken $8,000,000 from the cumulative 
fund. Your total expenditures were $87,000,000 to do the job, is that so? 

Mr. Cooprr: That is correct, and the depreciation rate is 34 per cent which 
gives our equipment an average life of 27 years. I think the rate is sufficient. 

Mr. Jackman: At that rate, you have allowed for depreciation $16,000,000 
and yet you have spent $87,000,000, even giving effect to the war years— 

Mr. Cooper: You are talking about two different things. The $87,000,000 
is the maintenance account for repairs and that sort of thing and including 
the $16,000,000 for depreciation. Depreciation has nothing to do with keeping 
the equipment in good order, it is only writing off the original cost. 

Mr. JacKMAN: In other words, the maintenance of equipment is a vastly 
greater amount than the depreciation of it? 

Mr. Cooper: Oh yes, four or five times. 

The CHAtRMAN: Gentlemen, I believe it is six o’clock. Do you wish to 
meet again tomorrow morning at eleven and four in the afternoon? 

Very well, gentlemen, there will be a meeting tomorrow morning at eleven 
and four. | , 

The meeting was adjourned. 


ayer 2 8 Be 


VusiT 


A iq he 7 . 


Sw HPALETAIAIDD WILIATOTA 


~~) 4 Jt) 4 te | s Poets Lo oo PA fr, of 7.) . a i ae ee ee tere od et eh Be Oe Se RF >is 
Pe Pte = Chee | BoA 3 : 3 y aS . ae 4 
ie Pass Supe (A weds Ly a) er > 4 Wr: ite Sd 


VICTORIA UNMERSITY 
LISRARY 
SESSION 1947-48 


HOUSE OF commons 4°" 3 0 1948 


SESSIONAL COMMITTEE 


ON 


: RAILWAYS AND SHIPPING 


Owned, Operated and Controlled by the Government 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 2 


TUESDAY, APRIL 20, 1948 


CANADIAN NATIONAL RAILWAYS—ANNUAL REPORT (1947) 
i and 


CANADIAN NATIONAL, CANADIAN NATIONAL (WEST INDIES) 
STEAMSHIPS LIMITED—BUDGET 1948. 


WITNESSES: 


Mr. R. C. Vaughan, C.M.G., Chairman of Board of Directors and President, 
Canadian National Railways; 

Mr. N. B. Walton, C.B.E., Executive Vice-President, Canadian National 
Railways; 

Mr. T. H. Cooper, Vice-President and Comptroller, Canadian National 
Railways; 

Mr. N. J. MacMillan, General Counsel, Canadian National Railways; 

Mr. A. Fraser, Vice-President, Traffic Department, Canadian National 

Railways. 


OTTAWA 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph 
PRINTER TO THE KING’S MOST EXCELLENT MAJES BMG & 
CONTROLLER OF STATIONERY 
1948 


AA 
ie. 


MINUTES OF PROCEEDINGS 


Turspay, April 20, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at eleven o’clock. Mr. 8. M. Clark, the 
Chairman, presided. 


a _ Members present: Messrs Bourget, Chevrier, Clark, Emmerson, Hatfield, 
Hazen, Hlynka, Jackman, LaCroix, Lafontaine, Lockhart, McCulloch (Pictow) 
~ McLure, Moore, Nicholson, Pouliot, Reid and Warren. 
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In attendance: 


. From the Canadian National Railways: Messrs. Vaughan, Walton, Cooper, 
May, MacMillan, Thompson and Messrs. A. Fraser, Vice-President, Traffic 
Department, L. G. Knowles, Freight Traffic Manager. 


_ From the Department of Transport: Messrs. Lessard, Collins and Thornton. 


ss The Chairman read a letter adressed to himself on April 17, 1948, by 
‘Mr. G. B. Isnor, member for Halifax, relating to Moore, McCormack Lines 
Incorporated. 


Mr. R. C. Vaughan was recalled. He commented on Mr. Isnor’s letter. 


Mr. Alistair Fraser was called and examined on the subject matter raised 
in Mr. Isnor’s letter. 


After discussion, on this question, the Committee resumed its study of 
the annual report (1947) of the Canadian National Railways. 


Mr. Cooper tabled information requested by Messrs. Nicholson, Jackman 
and Hlynka. 


It was agreed to incorporated these items in the evidence. 
Other information asked will be tabled later. 


= Mr. Vaughan’s examination was continued. He was assisted by Messrs. 
‘Cooper, Walton and MacMillan. 


0 Bo 2 


At one o’clock, the Committee adjourned until 4 o’clock this day. 


AFTERNOON SESSION 


_ The Committee resumed at four o’clock. Mr. S. M. Clark, Chairman, 
presided. 
Members present: Messrs. Clark, Emmerson, Hatfield, Hazen, Hlynka, 


Jackman, LaCroix, Lafontaine, McCulloch (Pictou), McLure, Moore, Mutch 
=. Nicholson, Picard, Pouliot and Warren. | 
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In attendance: : 
From Canadian National Railways: Messrs. Vaughan, Cooper, Walton, — 


MacMillan, Thompson. 
From the Department of Transport: Messrs. Lessard, Collins, and Thornton. ; 
Also Messrs. G. B. Isnor, M.P. and J. A. Bonnier, MP. ; 


It was agreed to consider the T.C.A. annual report on Thursday, — 
April 22 next. | 


The Committee concluded its study of the annual report (1947) of the 
Canadian National Railways. i 


Messrs. Walton and Cooper tabled further information requested at the 
morning sitting. It was agreed to incorporate these in the evidence. 


Mr. R. C. Vaughan’s examination was continued. 


By leave of the Committee, Mr. Bonnier questioned the witness on station 
facilities at St-Henri, Montreal. 


On motion of Mr. McCulloch, the annual report (1947) of the Canadiana : 
National Railways was adopted. | 


The Committee began and concluded the examination of the Canadian | J 
National, Canadian National (West Indies) Steamships Limited—Budget 1948. 


Messrs. Vaughan, Cooper and Walton were jointly examined thereon. 


On motion of Mr. Lafontaine, the Canadian National, Canadian National ’ 
(West Indies) Steamships Limited—Budget 1948 was adopted. 


Mr. MacMillan supplied additional information to Mr. Nicholson respecting 
freight and express rates. 
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It was agreed to hold two meetings on Wednesday. | 
At 5.30, the Committee adjourned until Wednesday, April 21, at 11 o’clock. | 


ANTONIO PLOUFFE, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusz or CoMMONS, 
April 20, 1948. 


| The Sessional Committee on Railways and Shipping met’ this day at 
- 11.00 a.m. The Chairman, Mr. S. M. Clark, presided. 


The CHARMAN: Gentlemen, I believe we have a quorum. I had a com- 
munication from Mr. Isnor which I mentioned yesterday. I should like to read 
it to the committee. Mr. Hazen brought the same problem before the committee 
yesterday and it has been discussed in the House. I think Mr. Vaughan 
‘mentioned that Mr. Fraser would be here, perhaps, to answer some of the 
questions. This is re the Moore-McCormack Lines Incorporated correspondence. 
It is dated April 17, 1948. 


Dear Mr, CuarK,—On February 11, 1948, the Honourable Lionel 
Chevrier, Minister of Transport, in speaking in the House quoted from a 
letter from Moore-McCormack Lines Incorporated, to an official of the 
Canadian National Railways, in respect to the transfer of the Moore- 
McCormack Lines Incorporated from Halifax to Portland, Maine. Later 
a request was made by Mr. King-Hazen, M.P. asking that this and other 
correspondence relating to this matter be tabled. 

Mr. Chevrier stated that a practice had grown up in the House over 
the years by which the Canadian National Railways are not required to 
produce correspondence or telegrams of this nature.so felt justified in 
declining to table said correspondence. On motion being put, the House 
supported the minister and the correspondence was not produced. 

I now wish to ask that a copy of all correspondence, telegrams and 
other documents exchanged between the Canadian National Railways or 
any official of said company and the Moore-McCormack Lines Incor- 
porated, or employee or agent of said company during the year 1947 
with respect to the matter of freight rates or the transfer of said lines from 
the port of Halifax, Nova Scotia, to Portland, Maine, be made available 
for the use of members of the committee. 

Trusting that your committee will, as usual when dealing with matters 
before committees, authorize that this correspondence be produced. 


a 
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Yours truly, 


(Sed) Gorpon B. Isnor, 
Member for Halifax. 


a Gentlemen, Mr. Vaughan suggested Mr. Fraser would be here to answer 
_ Mr. Hazen’s questions. Perhaps Mr. Vaughan desires to make a few comments? 
4 Mr. VAaucHan: The House seems to have disposed of the matter of the 
_ correspondence. We do not think it is desirable that our inter-departmental 
_ correspondence should be filed. If we started doing that sort of thing, every bit 
- of our correspondence might be available. It would be a disastrous thing from 
_ the standpoint of the morale of the railway if we commenced filing correspondence 
_ on disciplinary matters and that sort of thing. The railway business is a very 
_ competitive business. While there is nothing in our correspondence which cannot 
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stand the light of day, as a matter of principle, we a not like filing our ca 
correspondence. It was for that reason I suggested yesterday that Mr. Fraser | 


come up here so he could answer Mr. Hazen’s questions directly, 


Mr. Hazen: You said you did not think those letters should be filed and 
made available to the committee. Could you tell us, then, how it was that one 


letter was made available, namely, a letter from Moore-McCormack Limited — 


to Mr. F. J. Stock, dated December 9, 1947. 
Mr. Vaucuan: I think that was submitted to the Minister of Transport, was 
it not? 


Mr. Hazen: It was a letter from the Moore-McCormack Lines Incorporated | 
to F. J. Stock, Traffic Manager, of the foreign freight department, dated 


December 9, 1947. 


Hon. Mr. Cuevrier: May I answer your question? You asked how it was — 
that letter was made available. The letter was made available in reply to a 
charge you made in the House to the effect the Canadian National Railways — 


had discriminated against certain interests in the ports of Halifax and Saint John. 


That letter was tabled and read simply to show that was not the case because, — 


on the contrary, the officials of the Canadian National Railways made every 
attempt to keep the business in the ports of Halifax and Saint John, 
Now then, you proceeded to make a motion to produce all of the documents. 


I took the position which my predecessors have always taken in matters of this 
nature, namely, it is the practice of the Canadian National Railways not to — 
give out information which might be of use to their competitors, and the House — 


upheld that position. 
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Mr. Hazen: I will ask you a question. Do you think it is fair to attempt to | 
refute a charge by producing one letter out of a big file of correspondence and — 
that letter written after the whole matter has been completed? Do you think — 


that is fair? 


Hon. Mr. Cuevrier: In the first place, I will answer that the letter was not j 


taken out of a big file. I did not see any big file. I do not know what the file is. — 


Mr. JACKMAN: That is not an answer to Mr. Hazen. 
Hon. Mr. Cuevrier: Are you asking a question? 
Mr. JAcKMAN: You are not answering Mr. Hazen’s question. 


Hon. Mr. Curvrier: The committee will decide as to whether the answer to — 
the question is a proper one or not and a member of the committee does not — 


decide that. The chairman, perhaps, may say it is not an answer. 
Mr. JAcKMAN: Well, all right. 


Hon. Mr. Cuevrier: If it is-not an answer, the chairman can order the 
witness to answer, but the witness is not obliged to answer. 


Mr. JACKMAN: I was expressing my own view and not that of the com- 


mittee. I do not think you thought otherwise. 


Hon. Mr. Curvrter: I did not. If you want to ask a question I will be glad ~ 


to answer it. 


Mr. Hazen: I do not think you are in a much better position than I am in © 


connection with this matter. You say you have not seen the files. You do not — 


know how many letters are in the file, so neither you nor I know what went on. 
Hon. Mr. Cueverier: I do not pretend I know. 


Mr. Hazen: When you try to refute a charge by producing one letter, tana 
that a cover up letter— 


Hon. Mr. Cuevrrer: The charge I was trying to refute was not a charge 
having to do with the rates. I think I disposed of that in the debates very 
clearly. The charge I was trying to refute by producing the letter was a charge 
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to the effect that officers of the Canadian National Railways had discriminated 
against maritime ports; that is the only reason for producing the letter. It would 
not have been produced if, in your remarks, you had not made that charge. 
Mr. Hazen: I do not think we will get anywhere by discussing it. 
Hon. Mr. Curvrrer: Nor do I. I read the one paragraph of the letter to 


reply to your charge. Then, you insisted that because I read the one paragraph 
I should table the whole letter. 


Mr. Hazxn: Yes. 
Hon. Mr. Cuevrter: Well, I did. Because I did that to accede to your 


_ request, now you come forward and suggest all the correspondence should be 
tabled. Your position is the unreasonable one, not mine. 


Mr. Hazen: I cannot insist, but I say it should be. 

Mr. Vaucuan: Perhaps you could get the information from Mr. Fraser. 

Mr. Hazen: I do not know what we can get from Mr. Fraser. What 1s 
your position? { 

Mr. Fraser: Vice-President in charge of Traffic. 

Mr. Hazen: What are your duties? 

Mr. Fraser: Generally, I am in full charge of traffic. 


Mr. Hazen: Do you have to determine freight policies of the Canadian 
National Railways? 


Mr. Fraser: They all come under my review. 

Mr. Hazen: Do you determine freight policies? 

Mr. Fraser: In the final analysis, the president would have to determine 
them, but under him I do. 

Mr. Hazen: Do the directors have anything to say about it? 

Mr. Fraser: I would not think so. I do not know of any case where they 
do, unless it would be a matter of very high policy. 

Mr. Hazen: Does the government or parliament have anything to do 
with it? 

Mr. Fraser: I know of no case where they do, in so far as I am concerned. 

Mr. Hazen: What is the policy of the Canadian National Railways about 
traffic, about carrying freight, by and large? What is their policy about carrying 
Canadian goods over their lines? 

Mr. Fraser: Well, that is a very broad question, Mr. Hazen, but the policy 
generally is to carry the maximum amount possible, both of freight and 
passengers, over our lines? 

Mr. Hazen: Is it the policy of the Canadian National Railways that the 
freight originating on its lines, not specifically routed otherwise shall, when 
destined for points in Canada be carried over the Canadian National Railways 
within Canada? 

Mr. Fraser: Definitely, yes. 

Mr. Hazen: That is clear? 

Mr. Fraser: Yes. 

Mr. Hazen: Is it the policy of the Cnadian National Railways that the 
freight rates on export traffic from the point of origin to the point of destination 
shall, at no time, be greater via Canadian ports than via United States ports? 

Mr. Fraser: Definitely, yes. 

Mr. Hazen: So, that is your policy? 


Mr. FRAseEr: Yes. 
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Mr, Hazen: Is it the policy of the Canadian National Railways that all such © 


traffic, not specifically routed otherwise by the shipper, shall be carried by the 
Canadian National Railways to Canadian ports? 

Mr. FrAsrr: Yes. 

Mr. Hazen: Is it the policy that the Canadian National Railways shall not, 
in any way within its powers, directly or indirectly, advise or encourage the 
transportation of such freight by routes other than those we have just mentioned? 

Mr. Fraser: Yes. 

Mr. Hazen: But shall, in all respects, in good faith, use its utmost 
endeavours to fullfil the conditions upon which public aid was granted to the 
railways? 

Mr. Fraser: Yes sir. 

Mr. Hazen: Namely, the development of freight through Canadian 
channels and Canadian seaports; now, is that your policy? 

Mr. Fraser: Yes sir. 

Mr. Hazen: Now, did the Canadian National Railways, last autumn, 
reduce the freight rates on a number of commodities including newsprint 
timber and pulp, from Canadian originating points to Portland, Maine, the 
United States of America? 

Mr. Fraser: Yes sir. 

Mr. Hazun: Did you reduce the rate on paper and paper commodities, 
including newsprint, by 104 cents per hundred pounds or about 26 per cent? 

Mr. Fraser: I will check the rates to see. We reduced them to the 
Halifax and Saint John rate. 

Hon. Mr. Curvrter: Would you repeat that? 

Mr. Fraser: We reduced the rate to Portland on the commodities mentioned 
by Mr. Hazen, to the same figure as to Halifax and Saint John, including 
lumber. I will get the figures on that in a minute. 

Mr. Hazen: I was going to ask about one or two items. How many 
items were reduced? 

Mr. Fraser: There were nine, seven at first and then two latterly. 

Mr. Hazen: Have you reduced the rate on newsprint, pulp and paper 
commodities about 26 per cent? Have you reduced the rate on lumber about 
20 per cent? Have you reduced the rate on pulp about 26 per cent? 

Mr. Fraser: I will give you a case in point which is typical, if I may. 

Mr. Hazen: I am asking about percentages. 

Mr. Fraser: The rate from Shawinigan Falls to Portland was reduced 
from 35 cents to 25 cents, roughly 30 per cent in that case. 

Mr. Hazen: It is more than I thought. Will you figure out what it is in 
the case of lumber and pulpwood? 

Mr. Fraser: It is wood pulp, not pulpwood. From Pembroke for example 
to Portland, the rates on lumber were reduced by approximately 24 per cent. 
Mr. Hazen: What about wood pulp? 

Mr. Fraser: It would be the same as newsprint. 

Mr. Hazen: That would be about 30 per cent? 

Mr. Fraser: About 30 per cent, yes. 


Mr. Hazen: Prior to making these reductions, did the Canadian National | 


Railways carry on negotiations with Moore-McCormack Lines Incorporated? 
Mr. Fraser: Yes. 


Mr. Hazen: Is the Moore-McCormack Lines Incorporated one of the best 
known and most influential United States steamship lines? 
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Mr. Fraser: It is a very prominent United States line, yes. 


Mr. Hazen: When did those negotiations with Moore-McCormack 
commence? 


Mr. Fraser: Negotiations with Moore-MeCormack commenced in April, 


Mr. Hazen: Who carried on those negotiations for the Canadian National 


Railways? 


Mr. Fraser: Mr. Pullen, General Freight Traffic Manager. 
Mr. Hazen: Mr. John Pullen? 

Mr. Fraser: Mr. John Pullen. 

Mr. Hazen: Does Mr. F. J. Stock come under him? 

Mr. Fraser: He does. 


Mr. Hazen: Did the Canadian National Railways approach Moore- 
McCormack Lines Incorporated, or did Moore-McCormack Lines Incorporated 
approach the Canadian National Railways? 


Mr. Fraser: The Canadian National Railways approached Moore- 
McCormack. 


Mr. Hazen: Is Mr. F. J. Stock, Traffic Manager, Foreign Freight Depart- 
ment, of the Canadian National Railways? 


Mr. Fraser: Yes. 

Mr. Hazen: Does he come under your jurisdiction? 

Mr. Fraser: Under Mr. Pullen’s, and then Mr. Pullen under mine. 

Mr. Hazen: Did Mr. F. J. Stock go to New York last April to discuss 


this matter with McCormack Lines Incorporated in their offices? 


Mr. Fraser: Either he or Mr. Pullen did, I am not sure which. I think 
it was Mr. Pullen. | 

Mr. Hazen: No. 

Mr. Fraser: It was first Mr. Pullen and then Mr. Stock, you are correct. 

Mr. Hazen: Was this the commencement of the negotiations? 

Mr. Frasur: Yes. 

Mr. Hazen: Did you accompany Mr. Stock? 

Mr. Frasmr: I did not. 

Mr. Hazen: On whose instructions did he go to New York. 

Mr. Fraser: Mr. Pullen’s. 

Mr. Hazen: Did you know he was going? 

Mr. Fraser: I did not. 

Mr. Hazen: On his return did he report to you or to Mr. Pullen? 

Mr. Fraser: To Mr. Pullen. 

Mr. Hazen: Did you ever go to New York to discuss this matter with 
Moore-McCormack? 

Mr. Fraser: No, I did not. 

Mr. Hazen: Did Moore-McCormack or any other officials discuss this 
matter with you in your office in Montreal? 

Mr. Fraser: No, sir. 

Mr. Hazen: Now, it appears from what you have told me that the Canadian 
National Railways took the initiative in this matter and approached Moore- 
McCormack about getting a reduced rate. 

Mr. Fraser: Perhaps it would be helpful for the record if I told you why, 
Mr. Hazen. 

Mr. McCutuocH: Go ahead, give him an answer. 
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Hon. Mr. Cueverer: I think the witness is entitled to tell us why. I am — 
interested in knowing and I am sure the committee is. ‘ 

Mr. Fraser: The situation was this; Moore-McCormack had a service — 
all during the winter operating between Saint John and Halifax, a sailing a 
month. In April, they had a ship destined for Halifax but they gave public 
notice that the sailing was cancelled, that the ship would not go to Halifax 
but would proceed to Boston. We went to Moore-McCormack and suggested 
that was a hasty decision, and urged that perhaps they would not have to go 
to Boston but could continue their service to Halifax and Saint John. They 
flatfootedly refused to do it. 

Thereupon, we said to them, “Tf you will not come to Halifax or Saint John, 
will you go to Portland?” The reason for that was that the Canadian National 
Railways could participate in the business to Portland. They said, “We will 
eo to Portland instead of Boston, if you will give us, as you always have done 
in the past, equal rates with Halifax and Saint John”. We said we would and 
they changed from the port of Boston to the port of Portland. 

Mr. Rerp: You would have lost the freight, otherwise? 

Mr. Fraser: Yes, definitely. 

Mr. Harrietp: Did the United States government have anything to do 
with this? 

Mr. Fraser: They did not. 

Mr. Harrtetp: The United States government owns the ships? 

Mr. Fraser: It may well be so, I do not know. 

Mr. Hazen: You say the United States owns the ships? 

Mr. Fraser: I say I do not know. It may well be so. 

Mr. Harrtetp: The ships are operated by Moore-McCormack on a cost 
plus basis. ‘ 

Mr. Fraser: It may be so. 

Mr. Hazen: On what date did the Canadian National Railways decide to 
reduce its rates to Portland, Maine? 

Mr. Fraser: About November Ist. At the time the discussions took place, 
of course, it was in connection with the next winter’s sailings because this 
particular April sailing was the last which would be made to the maritimes. 
They would then go as they did, to Montreal. 

Mr. Hazen: On what date did the rates become effective? 

Mr. Fraser: November 17, 1947. 

Mr. Hazen: Was the question of reducing these rates placed before the 
directors of the Canadian National Railways? 

Mr. Fraser: Oh, definitely not. 

Mr. Hazen: Did the directors of the Canadian National Railways ever 
give their approval to this reduction in rates? 

Mr. Fraser: I would think not. Mr. Vaughan would have to answer that. 


Mr. VauaHan: The matter was never submitted to them. 
Mr. Hatrietp: Why not? 

Mr. Hazen: Never mind. 

Mr. Hatrtetp: I asked why not. 

Mr, Frasur: I was told not to answer. 

Mr. Hazen: Oh, all right. 


Mr. Fraser: I can hardly imagine any case in which a change in rate of 
this character would ever get to the Board of Directors. It is an adjustment 
which would normally be made by a rate clerk. 
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Mr. Rep: I was going to ask if rates had to go before the directors. This 
| is news to me, if they do. 
| Mr. Fraser: Only if a matter of high policy were involved. 

Mr. Hazen: All right, let us discuss the matter of the duties of the 
directors for a moment. I refer you to the Canadian National-Canadian 
Pacific Act, 1933, section 14 (2), which was slightly amended in 1936 when 
the trustees were removed and directors appointed. 

Mr. Fraser: Yes. 

Mr. Hazen: Now, sir in that section, does it not state that. 

The trustees shall so direct, provide and procure that all freight 
destined for export by and beyond the sea, which is consigned within 
Canada for carriage on the national railways, either at point of origin 
or between that and the sea shall, unless it has been by its shippers 
specifically routed otherwise, be exported through Canadian seaports. 

Hon. Mr. Curvrter: There is no breach of that in this. 

Mr. Hazen: You can defend it afterwards. I am just asking if that 
is not a directive to the directors. 

Mr. Fraser: The directors would have to answer that. The way we operate, 
any such understanding would be carried out by my department, that is by 
myself and my officers, and unless there was some breach of the directive the 
matter would not go to the directors. 

Mr. Hazen: You do not say that I have misquoted the section? 

Mr. Fraser: No, I do not. I am sure you would not do anything like that. 

Mr. Hazen: Did the president of the Canadian National Railways know 
that this reduction had been made before it came into effect? 

Mr. Fraser: He would have to answer himself, but I would think not. 
Mr. Vaueuan: I did not know about it. It was purely a routine matter. 
Those things do not come before the president—all of them. 

Mr. Fraser: Nor the vice president. 

Mr. VauGcHANn: No. 

Mr. Hazen: Does the use of Portland as an ocean terminal of a railway 
owned and controlled by the government of Canada give employment to United 
States workers? 

Mr. Fraser: I would think so, yes. 

Mr. Hazen: Is there any law to compel the Canadian National Railways 
to reduce freight rates to Portland? 
| Mr. Fraser: Definitely not, nor do I know of anything that prevented 
them. 

Mr. Hazen: Was the reduction purely a voluntary one on the part of the 
C.N.R. officials? 

Mr. Fraser: Yes. 

Mr. Hazen: Did the action of the Canadian National Railways in reducing 
freight rates to Portland, Maine, in the United States of America encourage 
the transportation of trade through American ports? 

Mr. Fraser: No. 

Mr. Hazen: It did not? 

Mr. Fraser: It did not. 

Mr. Hazen: Did it result—well, I will ask you another question. You say 
that the officials and directors of the Canadian National Railways were in all 
respects and in good faith using their uttermost endeavours to have Canadian 
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goods carried to Canadian ocean ports as the law provides and to develop trade 
through Canadian channels and other Canadian ports when they lowered the 
freight rate to Portland? 

Mr. Fraser: Yes. I am satisfied that is so and the reason why I say that 
is this: The business had already gone from Canadian ports, the business was 
in Boston, and the only question was one between Portland and Boston. 

Mr. Hazen: This is only one line? 

Mr. Fraser: Yes, that is right. 

Mr. Hazen: Was not financial aid granted to the Canadian National 
Railways by the people of Canada through its government on condition that 
trade be developed through Canadian ocean ports? 

Mr. Fraser: I should think so, yes. 

Mr. Hazen: Did Moore-McCormack Incorporated during the summer 
months of 1946 make use of the port of Montreal? 

Mr. FrAsmr: Yes. . 

Mr. Hazen: Did Moore-McCormack Lines Incorporated during the winter 
season of 1946-1947 make use of the ports at Halifax and Saint John? 

Mr. Fraser: Yes, up until April. 

Mr. Hazen: Last summer did the Moore-McCormack Lines make use of 
the port of Montreal? 

Mr. Frasmr: Yes. 

Mr. Hazen: During the past winter season, 1947-1948, did the Moore- 
McCormack Lines make use of the ports of Halifax and Montreal? 

Mr. Fraser: Halifax and Montreal? 

Mr. Hazen: Halifax and Saint John? 

Mr. Fraser: Yes. 

Mr. Hazen: Was it after the freight rates on the lines to Portland were 
reduced that Moore-McCormack Incorporated used the port of Portland in 
the state of Maine instead of— 

Mr, Fraser: They were done concurrently, yes. 

Mr. Hazen: Was it in consequence of the rates being reduced that Moore- 
McCormack Incorporated used Portland? 

Mr. Fraser: Yes, I think I answered that, Mr. Hazen. They agreed to 
leave Boston and come to Portland if the rates were reduced, by us. 

Mr. Hazen: Would it be correct to say it was in consequence of rates 
being reduced to the Moore-McCormack Incorporated? 

Mr. Fraser: Yes, I think that is a fair statement, and it is also fair to 
add the rider that they did not leave Halifax or Saint John. It was predicated 
upon them actually being in Boston. They had been there and they had 
already had a sailing from there. 

Mr. Hazen: Now, there is a company known as the International Freight- 
ing Corporation. It is a shipping company in a big way, the LF.C. lines. 

Mr. Fraser: I am not very familiar, but I accept your statement. 

Mr: Hazen: Do you know if the I.F.C. lines—the International Freighting 
Corporation—used Saint John and Halifax as base ports for its South American 
services prior to the war? | 

Mr. Fraser: I do not know that, but I accept your statement. 

Mr. Hazen: Is it using those ports now? 

Mr. Frasmr: Again I would have to get the information; I do not know. 


35 -. hat ae 


RAILWAYS AND SHIPPING 79 


Mr. Hazen: Do you know what ports it is using during the winter season? 

Mr. Frassr: No. 

Mr. Hazen: Do you know whether it uses the port of Montreal during the 
summer season? 

Mr. Fraszr: I am sorry to say I am not informed. There is no particular 
reason why I should know, but I will find out. 

Mr. Hazen: Do you know that the Sheppard line, another American line, 
entered into competition last autumn or last winter for South-bound Canadian 
newsprint? 

Mr. Fraser: No, but it might be so. 

Mr. Hazen: Do you know whether or not those ships went to Portland when 
the reduction in freight rates became effective? 

Mr. Fraser: I do not know. 

Mr. Hazmn: Do you know whether or not the Sheppard line uses— 

Mr. Fraser: Yes, I understand as a matter of fact—to keep the record 
clear, the Sheppard line changed their services from New York to Portland. I ~ 
think they have never been in Halifax or Saint John, so far as I am informed, but 
I will get you accurate information. 

Mr. Hazen: Can you tell me if it isthe intention of the International 
Freighting Corporation and the Sheppard lines to use the port of Montreal or St. 
Lawrence ports this summer? 

Mr. Fraser: I am sorry I could not tell you that, but I can find out. If you 
are sure of that I will accept it. 

Mr. Hazen: No, I am asking the question. I am not sure of a great many 
things. I will ask you this: traditionally, as a matter of fact, is it not usual 
for the ports of Halifax and Saint John to become the winter terminals of lines 
operating from Montreal or other ports on the St. Lawrence during the summer 
season? 

Mr. Fraser: For many lines, yes. 

Mr. Hazen: And in the ordinary course of events would it not be natural 
for the people of the maritime provinces to expect the Sheppard line and Inter- 
national Freighting Corporation to use Halifax and Saint John in the winter if 
they use the Montreal or St. Lawrence ports in the summer if it were not for the 
fact that the rates had been reduced to Portland? 

Mr. Fraser: No, that does not follow at all because they had already left 
the ports of Halifax and Saint John in the winter although they were in Montreal 
in the summer. The only port the Sheppard company uses happens to be New 
York. I do not know about the International Freighting Corporation. There are 
a great many lines who use Montreal in the summer that.do not use Saint John 
and Halifax in the winter. 

Mr. Hazen: Name a few. 

Mr. Frasmr: Yes. 

Mr. Hazen: Were you with the Canadian National Railways when they 
opened up New London, Connecticut, as it terminal to handle autos exported to 
Canada in 1926? 

Mr. Fraser: Yes. I think that was in 1919. I was not in the traffic 
department. | 

Mr. Hazen: Is it the policy of the Canadian National Railways to endeavour 
to develop United States ports? Let us get back at that. 

Mr. Fraser: Our policy is to endeavour to develop Canadian ports. As a 
matter of fact, under Canadian National management Portland almost dried 
up and fell apart. 
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Mr. VaucHan: I would like to interject there to say that as far as New 
London is concerned we have no boats sailing from there, and New London is 
not a port with us at all. 

Mr. Hazen: I admit that but you attempted to make it one of the ports. 

Mr. VaucHan: No, not for export traffic. New London was used to trans- 
port goods from there to New York as part of a through route going to New 
York. 

Mr. Hazen: Is it not your tendency or has it not been in the past—has not 
pressure been brought to bear to develop American ports on the short haul? 


Mr. VaucHan: Most decidedly not. 


Hon. Mr. Cuevrier: Mr. Chairman, I think that question is one of the most 
unfair questions that can be put because of its inference; and I object to that 
question, Mr. Chairman. The question was: is it your policy to develop Ameri- 
can trade in American ports? I think that is a very unfair question, and I object 
to it, Mr. Chairman. If you want to examine the witness fairly all right, but I 
know that in a court of law you would not be allowed to put that question in 
that language. If you want to cross-examine the witness do it if you like; there 
is nothing to stop you, but be fair about it. 

Mr. Hazen: I do not see anything objectionable to the question. 

Hon. Mr. Curvrisr: The inference in your question is that the Canadian 
National Railways are directing trade to the United States. Well you know 
that is not so. 

Mr. Hazen: I do not know anything of the kind. J am asking the question. 
I do know that as a result of their action in reducing the rates to Portland not 
only have the ports of Halifax and Saint John lost the Moore-McCormack Lines 
but I say they are going to lose the Sheppard line and the International 
Freighting Corporation line that I have referred to. 

Hon. Mr. Cuevrier: That is exactly what the witness has already told you. 
that the movement of the ships was not diverted from Saint John and Halifax 
to Portland; it was diverted from Boston to Portland in order to give Canadian 
National Railways the trade which we otherwise would not have had. No one 
knows that better than you do, and yet you insist on this particular thing. 

Mr. Hazen: What are the operating expenses-—there is no use of us getting 
into a controversy over this—I have my point of view and the Minister of 
Transport has his point of view—but I am saying this, that the people in the 
maritime provinces say that the government is not living up to its policy. 

Hon. Mr. CuHervrirr: That is not correct. 

Mr. Hazen: For Canadian ports. I have quoted the Act and I have quoted 
the directions that were given to the directors of the Canadian National Railways. 

Hon. Mr. Curvrrer: And the witness has replied to that question concern- 
ing subsection 2 of section 14 of the C.N.-C.P. Act, and that has not been contra- 
vened in any way. So how can you make the statement you have just made? 

Mr. Hazen: That is a difference of opinion. Now, what were the operating 
expenses of the line to Portland in 1947? 

Mr. Fraser: You would have to ask the operating officers that question; 
I would not have the remotest idea. 

Mr. VauGHaANn: We have not got that information here. The Portland line 
is operated as part of our central region. 

Mr. Hazen: Well, you can get those figures; I suppose you have them on 
record, 

Mr. Pouuior: I understand, Mr. Vaughan, as the minister stated, that the 
only change was from Boston to Portland and not from Halifax or Saint John 
to Portland. 
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Mr. VaucHaNn: That is correct. 

Mr. Povuior: That is the whole point. 

Mr. Hazen: Can you give us those figures? 

Mr. VaucHan: Yes, we can get them for you. 

Mr. Hazen: Will you put them on the record? 

Mr. VauGHAN: Yes; the operating expenses ?’ 

_ Mr. Hazen: The total operating expenses. How much of the amount is 
paid in United States funds? 

Mr. VauGHAN: We can give you that. 

Mr. Fraser: As a matter of fact, I can answer that. All freights to 
Portland on export business are paid in Canadian funds and are not. paid in 
American funds. 

Mr. Hazen: Those are not operating expenses? 

Mr. VaueHan: On our New England lines in the United States all the 
employees and the materials are paid for in United States funds. 

Mr. Hazen: I am asking for that, and what they amount to in United States 
funds. I do not know whether they were paid in United States funds or not. 
How much traffic has been routed to date to. the Moore-McCormack Lines 
Incorporated at Portland since the rates were reduced on November 17 last? 

Mr. Fraser: I cannot distinguish between Moore-McCormack and any 
other line, but the total shipments of exports to Portland amount to 25,047 tons. 
Just for the sake of the record, during the same period the traffic to Saint John 
and Halifax was 688,479 tons. 

Hon. Mr. Cuevrter: May I ask Mr. Fraser a question, Mr. Hazen? 

Mr. Hazen: Yes. 

Hon. Mr. Curvrier: How many shiploads are represented in the 25,547 
tons that you have mentioned? 

Mr. Fraser: I should think five or six ships. 

Mr. VaucuHAn: I would like to make this statement, that in 1947 there were 
only 261,000 bushels of grain shipped through Portland from December to 
March, and in 1946 there were 760,000. In other words, there was less than 
one-third of the quantity of grain went to Portland in 1947 as compared with 1946. 

Mr. Hazen: That would be more satisfactory to the people of the maritimes. 
The figures you gave were up to what date? 

Mr. Fraser: The end of March 1948, from December of 1947 to March 1948 
—the whole shipping season from the end of March. In percentage—that is 
approximately 4 per cent. 
| Mr. Poutior: What is the percentage of the shipping through Portland com- 
pared to the shipping through Halifax and Saint John? 

Mr. Fraser: I would think probably that is about the same—approximately 
4 per cent. 

Mr. Pountor: Your shipping through Portland represents 4 per cent of 
what you would ship through Halifax and Saint John? 

Mr. Fraser: That is right. 

Mr. Povrior: Over twelve months? 

Mr. Fraser: No, during the winter. 

Mr. Povuuiot: What you ship to Portland during the winter season represents 
t per cent of what you ship during the whole year? 

Mr. Fraszr: No, sir, not for the whole year; 4 per cent of what we shipped 
Juring the same season—four months. . 
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Mr. Poutior: And during the balance, the eight other months, you shipped : 


from Halifax and Saint John? 


through Montreal, but there would be the odd ship at Halifax and Saint John. 
Mr. Povzior: It is done through Canadian ports? . pt 
Mr. Fraser: Yes. 

Mr. Hazen: There is one other matter on which I would like to ask a ques- 
tion and that is in connection with the shipment of rye through Portland last 
autumn. I understand that last autumn there were 1,000,000 bushels of rye 
shipped through Portland? 


Mr. Fraser: Yes, sir, about 1,000,000 bushels. 


Mr. Hazen: Now, apparently one of the newspapers when this matter came — 


to their attention got in touch with Mr. Hommey, the secretary-general of the 


French Supplying Council and they asked him about the matter and he said that 


he understood that the British ships were using the flat tops of aeroplane carriers 
to transport grain and that the facilities at Saint John and Halifax had been 
changed to handle this particular type of ship which made it difficult for them to 
accommodate ordinary freighters. Now, of course, that statement is incorrect. 


He also said in reply to a question that the elevators in Saint John and Halifax _ 


were full of grain for the United Kingdom and that is the reason they could not 
send them any. That was not correct. He said he was informed that Portland 
is just another Canadian port anyway, because the Canadian National Railways 
run there—you think that is not correct—and the maritimes do not like it as it is. 

Mr. Fraser: I am perfectly sure he did not get it from me. 

Mr. Hazen: He also said they had uniform charges to ship grain through 
Portland, which undoubtedly is correct; and it would not cost them more to ship 
out; the rate is no less. This statement must have been furnished to the French 
supply mission by someone who was looking for business; I do not know who it 
was—but was any investigation made 
the French secretary-general of the French Supply Council or any of its officers 
about attending to this business? 

Mr. Fraser: The situation as I understand it 1s that the French government 
were anxious to keep their shipments out of the way of the British food commit- 
ments which were moving from Halifax and Saint John. This is the information 
I got. 

Mr. Hazen: May I ask where? 


Mr. Fraser: I got it from Mr. Pullen’s office; and the decision was entirely 
made by the French government. As you and I know, there is no reason why 
you cannot handle flat tops in Saint John, or any other type of ship. 


Mr. Hazen: Are you sure the department did not go after the business? 


Mr. Fraser: It came to us without going after it. My understanding is that 


the French government came to us—anyway the decision to use Portland was 


“made by them, and they notified us—not the steamship line, but the French “ 


government. 


Mr. Hazen: Would the officials of your company—you or those under you— 
make any effort to get that business to go through Halifax or Saint John? 


Mr. Fraser: In this particular case I would think not because— 
Mr. Hazen: Somebody in your department? 
Mr. Fraser: No, pardon me, I was going to say this: you have read carefully 


Mr. Fraser: Yes. Most of the shipping, of course, in the summer is done — 


did any of your officials ever approach ~ 


4 
; 
; 


what our duty is with respect to unrouted business which is not routed by the — 
shipper. This business was routed by the shipper. We cannot say to the shipper — 


who has routed his business that it should be diverted from Saint John to Portland — 
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or from Portland to Halifax, and we do not do it. My understanding of our 
responsibility under the Act is that we do not have to do it. I understand that 
+ we are only concerned with business which is unrouted| and which may go to one 
port or another. 
: Mr. Poutitor: Where you have freedom of choice. 
= Mr. Fraser: Quite so, sir. 
a Mr. Povuuiot: It is a human right. 
Mr. Fraser: The way it works is this: the shipper, whoever he may be— 

first arranges for space on his ship; then he has to get an export permit. Now, 
he chooses the route in accordance with the available space where he can get it. 
- In those days there was not any unrouted business. 

Mr. Hazen: I am not clear on this one point: suppose that Moore- 
McCormack said to you, “We are not going to ship through Halifax and Saint 
John any more on account of the conditions which prevail”, and which, I suppose 
- were largely the fault of the Canadian National Railways? 

a Mr. Fraser: Oh, as a matter of fact, if you read the Moore-McCormack 
~ letter you will find that it is not the Canadian National Railways at all. 

Pr Mr. Hazmn: I could read a lot; different statements have been made by 
different companies; but I am not going into that. 

iE . Mr. Fraser: We cannot accept that responsibility. 

ES Mr. Hazen: Supose they said, “We are not going to ship that way,” and 
7 
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with that you reduce the rates to Portland in consequence because you say oan 
wanted to retain the business; was that it? 
@ Mr. Fraser: Yes, for the Canadian National Railways. 
3 Mr. Hazen: Now, let us suppose that you did not reduce the rate to 
Portland, how would it have affected your business and to what extent? 
a Mr. Fraser: Instead of hauling it all the way to Portland we would have 
had to hand it over to another line at some Junction point—one of the lines 
serving Boston and New York—the Boston and Maine—and taken less revenue 
- than by hauling to Portland. We do not serve Boston. 
: Mr. Hazen: You hauled 26,000 tons—25,000 tons; what revenue would you 
_ get from that? 
‘ Mr. FrAspr: Well, I can give you that. 
j Mr. Hazen: I am asking for information. You hauled 25,000 tons and 
received a certain amount of money for doing so. If you had hauled 25,000 tons 
__ a lesser distance how much less would your revenue of the railway have been? 
. Mr. Fraser: I will find that out. It would be several cents per hundred 
pounds less. 
Be Mr. Hazen: I would like to get that in dollars. 
Be Mr. Fraser: I shall be able to do that for you. 
Be Mr. Pouutor: Is the Moore-McCormack line an American line? 
a Mr. Fraser: Yes. 
4 Mr. Hazen: One of the largest and most. influential lines. 


Mr. Fraser: It would take a little time to get that information for you 
for this reason, that we will have to check each individual shipment; we will 
have to segregate the amount of newsprint and the amount of acetone, the 
‘amount of different things, because the rates and divisions are different. It 
would take time. 

3 Mr. Hazen: If this business was given to Moore-McCormack; if they 
had not gone to Portland and had gone to Boston, and this same amount of 
- business had gone to them, what would be the difference? 
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Mr. Fraser: Three or four cents a hundred pounds. I am just picking S 
this out of the air—approximately $150,000 to $175,000—no, I am sorry, it 


would be $15,000 or $16,000. 


Hon. Mr. Cuevrier: May I ask you one or two questions? Do I under- — 


stand this correctly, that the Moore-McCormack line is an American line based 
at the port of Boston? | 


Mr. Fraser: And New York—both. 


Hon. Mr. Curvrmr: They operate normally in Canada through the port 
of Montreal in the summer months and through the ports of Halifax and 
Saint John in the winter months? 


Mr. Fraser: That was true at that time, yes. 
Hon. Mr. Curvrier: And what happened was that because of traffic 


congestion at some of these ports—which Mr. Hazen attributes to the Canadian — 


National Railways and which you deny and with which I am not concerned 


at the moment—they decided to change their route. Now, what I am interested — 


in knowing is how many ships and how much cargo in terms of ships were 
routed to the port of Portland and what does this mean in terms of ship loads? 
Mr. Fraser: I think there were five ships. 
Hon. Mr, Cuevrter: Five ships per year? 
Mr. Fraser: Of the Moore-McCormack company. 


Hon. Mr. Cuevrier: Of the Moore-McCormack company that would 
normally use the maritime ports? | 


Mr. Fraser: Yes. 

Hon. Mr. Cuevrizr: In the winter season, I take it. 

Mr. Hatrimtp: How often did Moore-McCormack have a sailing? 

Mr. Frasmr: I think one a month, sometimes twice. “ 

Hon. Mr. Cueveter: Mr, Hatfield, if you will allow me to continue, you can 
ask your questions afterwards. I have two or three more questions I should like 
to ask. Then, you say, you equalized the rate? 

Mr. Fraser: Yes, sir. 

Hon. Mr. Cuevrrer: To Portland, that is, to make the rate the same as it 
was to Saint John and Halifax? 

Mr. Fraser: Correct. 


Hon. Mr. Cuevrirr: In equalizating the rates, or in doing anything else 


which you have done, did you in any way commit a breach of the traditional 


policy of this country or of the Canadian National Railways? 
Mr, Fraser: Not that I know of. 


Hon. Mr. Cuevrrer: Are you familiar with the Canadian Northern Railway 
Act of 1911, which I should like to put on the record and which reads as follows ; 


Mr. Hazen: Pardon me, now— 


The Cuamman: Could you not permit Hon. Mr. Chevrier to finish his 
remarks? 
Mr. Hazen: Are you not complimenting me by reading my summary of it? 
Hon. Mr. Cuevripr: No. If it is a compliment to you, I gladly make it. 
Mr. Hazen: I must say it is a compliment to me. 
Hon. Mr. Cupvrier: Then, you and I agree on this. 
The company must agree: 


1. That all freight orginating on its lines not specifically routed other-— 


wise shall, when destined for points in Canada, be carried over the 
railway lines within Canada. 
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In connection with this matter now being discussed, did the Canadian National 
_ Railways do anything which would be a breach of that clause? 
- Mr. Fraser: No. 

Hon. Mr. CuHEvrirr: 

_ 2. That the through rates on export traffic from the point of origin 
to point of destination shall at no time be greater via Canadian ports 
than via United States ports. 

Did the Canadian National commit any breach of that clause? 
Mr. Fraser: No, sir. 
Hon. Mr. CuHevrirr: 


3. And that all such traffic, not specifically routed otherwise by the 
shipper shall be carried to Canadian ocean ports. 


Did the Canadian National Railways commit a breach of that section? 

Mr. Fraser: No, sir. 

Hon. Mr. Cuevrizr: Now then, I ask you this question: section 14 of the 
_ Canadian National-Canadian Pacific Act reads: 


The trustees shall so direct, provide and procure that all freight 
destined for export by sea which is consigned within Canada for carriage 
to national railways, either at point of origin or between that and the sea 
shall, unless it has been by its shippers specifically routed otherwise, be 
exported through Canadian sea ports. 


1 Has a breach of that section been committed by the Canadian National 
' Railways? ) 

Mr. Frasmr: No, not that I know of.. 

Hon. Mr. Cuevrrer: Is it not traditional policy of the Canadian National 
_ Railways to encourage, at all times, the movement of freight or traffic on its 
_ own lines to Canadian ports? 
| Mr. Hazen: A leading question. 

Mr. Fraser: The leading answer would be, yes. 

Hon. Mr. Cuevrier: That is all. 

Mr. Harrietp: I should like to ask the witness whether Mr. Vaughan’s 
speech in the city of Portland on July 4, 1947, had any effect in lowering the 
' rates to Portland? 

Mr. Fraser: None whatever. 

Mr. Hatrietp: You know about that speech? 

Mr. Vaucuan: I did not make any speech in Portland? 

Mr. Hatrrep: You were interviewed by the city manager of the chamber: 
of Commerce. : 


a Mr. VaucHANn: Let me make a statement on that point. I did not interview 
them. Before leaving onthe train at nine o’clock in the morning, these gentle- 
men came down to see me as a matter of courtesy. They said they were hopeful 
they could increase the business through the port of Portland by a substantial 
amount. I said, “How do you propose to do that”? They said, “By drawing 
_ business from Boston, New York and other United States ports.” I said, “More 
~ power to you. We cannot help you on the Canadian business, but if we can assist 
you to get business over Boston or New York, we will do so.” 


Mr. Hatriep: Here is what the newspaper says about your speech. 
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Mr. VaucHan: I did not make a speech, it was only a statement. 


Mr. Hatrietp: You made a statement. They did not say to you they were 
going to take trade from Boston. 


Mr. Vauguan: You are reading from a statement made in the newspaper Ss 
by a reporter. I do not recall what was said now. I do remember that what 
he said was wrong and it was not properly reported. | 


; Mr. Harrietp: You said you were going to do everything you could to 
help the city of Portland. 


Mr. Vaucuan: I did not make that statement at all. I said we would do 
everything we could to influence business through Portland as against Boston 
and New York. . 


Mr. Harrretp: Here is what the statement says— 
Mr. VaucHan: That is a newspaper report. given by a newspaper reporter. 
Mr. Harrtetp: I was told by the city manager what you said. 


Mr. VaueHan: I do not care what that says, I am telling you the context 
of what was said. 


Mr. Harrrerp: You were coming back from the city of Boston after making ~ 
arrangements to resume your service out of Boston. 


Mr. Vaucuan: I was coming back from Boston. I had been down there | 
to see one of our Lady boats off. It does not carry freight out of Boston, it 
only carries passengers. 

Mr. Povrior: The question concerned three American cities? 

Mr. VaucHAN: Exactly. 

Mr. Povutior: New York, Boston and Portland? 

Mr. VAUGHAN: Yes. 

Mr. Povtror: Was there any question about Halifax and Saint J ohn? 

Mr. Vaucuan: No question about taking business from Canadian ports 
to Portland whatever. 

Mr. Pouttor: From what you have said it was Portland in comparison with 
Boston and New York? 

Mr. VaucHan: Absolutely. 

Mr. Povuior: And not Portland in comparison with Saint John or Halifax? 


Mr. Vaucuan: That is correct. The people in Portland know very well, 
we have told them time and again, that we could not divert business from 
Canadian ports to Portland. 

Mr. Havrieip: You invited these men to your private car. This photograph — 
was taken in your private car. 


Mr. Vaucuan: That may be quite true. What has that got to do with it? 


Mr. Hatrietp: You were going to do everything you could to help the city 
of Portland. 

Mr. VaucHan: I said I was going to do everything I could to help Portland — 
to get business against Boston and New York. I still say that and I think it is © 
the duty of every Canadian National official to get business to Portland, so long 
as he does not divert business from Halifax or Saint John. It is keeping the — 
business for the railway. 


Mr. Harrietp: You did divert business. : 
Mr. Vaucuan: This business was going to New York or Boston, otherwise. — 
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_ Mr. Hatrienp: There was a delegation came from the Argentine to inter- 
view you? 
Mr. VaucHan: No. 
Mr. Hatrretp: How many were there? I mean from the Argentine. 
Mr. VaucHan: No, I did not see them. 


Mr. Pouuior: An interview may be had, but it does not mean that inter- 
view is correctly reported? 


Mr. VaucHan: That is correct. These statements against the Canadian 
National Railways and its officers are very unfair and very imaccurate. 

I will tell you what happened during the war for the information of this 
committee. We had numerous excuses to divert business from Halifax and 
Saint John to Portland and, incidentally, it is only 290 miles to Portland as 
against 850 to Halifax and over 600 to Saint John via C.N.R. There is no 
rate to Portland which is lower than the rate to Saint John or Halifax, not- 
withstanding the difference in haul. 

During the war, we could only get a very limited quantity of Nova Scotia 
coal. We actually railed coal from West Virgina and other points in the United 
States down into the maritime provinces so we could keep business rolling to 
these ports. We could very easily have said we could not get coal in the 


maritimes, so we will send the business to Portland. 


What happened last spring when the strike occured in Sydney? We again 
railed coal all the way from the United States to New Brunswick and Nova 
Scotia to keep the business moving to Halifax and Saint John. 


Mr. Hatrretp: What about the strike in the United States? 


Mr. VaucHan: What has that got to do with it. We could have diverted 
business to Portland had we any desire to do so. Instead of that, we spent 
literally millions of dollars railing American coal into the maritime provinces 
to keep business flowing through the ports of Halifax and Saint John. 


Mr. Hazen: You had to keep it rolling through the ports of Saint John 
and Halifax in order to supply the overseas needs. 


Mr. VaucHan: We could not get coal. We could have put the business 
through Portland and not have had to bring coal from as far as West Virginia. 
All I am saying is that you gentlemen are very unfair in your statements. 


Mr. Harrreip: I am talking about the Moore-McCormack ships. 


Mr. VaucHaNn: The statement has been made and repeated time and again 
that Moore-McCormack were going to Boston or New York. All our officers 
did, and it was a proper thing for them to do, was to endeavour to hold the 
business for the Canadian National Railways which is owned by the people 
of Canada. Our people would not be true to their duty if they had not made 
every attempt to get the business for the Canadian National Railways so 
long as they did not divert it from Canadian ports. It has been proven beyond 
doubt that the Canadian National Railways officials took no action to divert 
business from Canadian ports. 

Mr. Povuuior: I have, another question to ask you concerning shipments 
through American ports. It is cheaper to make shipments through Portland 
than through Boston or New York? 

Mr. VaucHan: Mr. Fraser could say whether the rates are the same or not. 

Mr. Fraser: The rates are the same to Portland, Saint John and Halifax. 

Mr. Poutior: But to New York and Boston? 


_ Mr. Fraser: We have made the rates under review lower than to Boston 
and New York. 
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Mr. Poutsor: Is the line shorter? 
Mr. Fraser: Very much shorter. 
Mr. Hazen: How much did the Canadian National Railways spend last 
year on improvements or repairs to the port of Portland? 

Mr. Vaueuan: I could not say that. I think we spent very little. If you 
go down to Portland you will see our docks are falling into the water because 
of disuse. We dismantled one of our elevators because it was falling down 
on account of disuse. 

Hon. Mr. Cuevrier: May I ask you another question? The effect. of what 
has been said here by Mr. Hazen and, I take it by Mr. Hatfield as well, is that 
Saint John and Halifax should, in effect, have a lower rate than the Portland 

ort? 
: Mr. Hazen: I did not say that. 

Hon. Mr. Curvrier: That is what you said in the House of Commons and 
that is what you said in your statement this morning. 

Mr. Hazen: Whereabouts? 

Hon. Mr. Curvrier: In the questions which you asked. 

Mr. Hazmn: I object to you summing up the effect of my remarks. I think 
it is fair for you to ask questions the same as I did. 

Hon. Mr. Cuevrier: If you will permit me to continue, I will ask questions. 
Is it not a fact that the rates to these ports were on a parity before? 

Mr. Fraser: Yes. 

Hon. Mr. Cuevrier: That is, Portland, Halifax and Saint John were on a 
parity? | 

Mr. Fraser: Prior to 1938. 

Hon. Mr. Cuevrier: Prior to 1938 they were always on a parity? 

Mr. Frasmr: Yes. 

Mr. Poutiot: Even when Mr. Bennett was here? Let me re-phrase that 
question and say, even from 1930 to 1935 they were on a parity? 

Mr. Fraser: Yes. 

Mr. Poutior: No change during that period? 

Mr. Fraser: No, sir. 

Hon. Mr. Cuevrizer: What was done here when the rate was equalized was 
to put it in the same position as prior to that time? 

Mr. Fraser: That is correct. 

Hon. Mr. Curvrirr: In other words, the rates were equalized, not lowered? 

Mr. Fraser: Yes, the situation—have you finished? 

Hon. Mr, CuHevrier: Yes. 

Mr. Fraser: I am a little bewildered by this. The situation is this aon 
some years the rates to Halifax were one cent per hundred pounds higher than 
they were to Saint John. The Canadian National Railways, itself, without 
directions or anything of that kind from anybody made them the same. They 


reduced the Halifax rate by one cent making it the same as the Portland rate. 
That situation continued until 1938. 


Now, in 1938 the rates to American ports, including Portland, were increased. 
The increases authorized in those rates were from 5 to 10 per cent and increases 
were also authorized in the rates to Halifax and Saint John. 

Hon. Mr. Cuevrinr: By the Inter-State Commerce Commission and the 
Board of Transport. Commissioners? 

Mr. Fraser: Yes. Those gentlemen who were shippers and who were using 
the rates on those commodities in question came to the railways and said they 
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were in a very difficult position. Their position was that they were just coming 


_ out of a depression. These rates affected, generally speaking, low priced com- 


modities. These gentlemen besought us not to raise the rates on these commodi- 


ties if we could possibly help it. We agreed not to raise them. 


We might have been open to some criticism there, too, beeause someone 


who is shipping some of the other commodities might have said to us, “Well, 
- that is a peculiar thing for you to do. You raised the rate on my commodity 


and you did not raise it on these commodities.”” There were a limited number 
of commodities only which were not raised but the rates were raised on all others 
in exactly the same way as to Portland. We thought we were doing the decent 


thing by doing that. We did not think we were doing anything unfair. I am 


rather astonished we do not get a little credit for that. This gave Halifax and 
Saint John no advantage whatever over Portland, nor did it give any disad- 
vantage to Portland for the reason there were no sailings at Portland. Had there 


been ships at Portland, the Portland rate would have been held down in exactly 


_the same way. I can only say to you that no railway man willingly carries what 


is known as a paper rate. You only change those rates which are immediately 
pressing you, so we continued that adjustment up until war broke out. 

We did not take the increases at Halifax and Saint John amounting to, in 
some cases, 5 per cent and in other cases 10 per cent. We did not do that, 
I must confess, for Halifax and Saint John particularly; we did that to assist 


_ Canadian shippers who said if we did not do that they would have to go out of 
_ business, not go somewhere else through some other port, they just could not 


continue in business. 

Then, war came and those rates were frozen for Halifax and Saint John. 
I need only say to you, at that time, there was no opportunity of raising 
them. Had there been such an opportunity, the rate to Halifax and Saint John 
might, then, have been raised and made the same as to Portland, giving us a 
great deal more revenue to Halifax and Saint John. However, rates were 
frozen and we could not change them. 

When Moore-McCormack came to us, the rates were still frozen. The only 
way they could be equalized was by reducing the Portland rate. Had _ it 
happened otherwise, the Halifax and Saint John rates might well have been 
raised to the Portland rate, the net result being considerable more money for 
the Canadian National because of the heavier tonnage which moves through 
Halifax and Saint John. However by doing this we would not have got the 
business away from Boston so, instead of getting the Halifax and Saint John 
rate raised, we went along with the freeze and said we will do the next best 
thing and try to get the business to Portland. In reducing the rates, and not 
increasing the Halifax and Saint John rates, we thought we were doing a pretty 
decent thing, and a national thing. 


Hon. Mr. Cugvrirr: You were, in my opinion. 


Mr. Frassr: I hesitate to say whether it will be done again, but $15,000 is 
not to be sneezed at. 


The CuairMan: Gentlemen, I think you have had a full discussion of this 
question this morning. / 

Mr. NicHotson: There was a letter read from Mr, Isnor requesting that 
this correspondence be tabled. I think the Canadian National Railways would 
be placed in a most uncomfortable position if members were able to ask that 
correspondence be tabled. However, I must register my protest at the minister 
selecting one letter from a large file such as this when other members are not 
free to have access to that sort of correspondence. I hope it will not happen 
again, 

Hon. Mr. Cuevrizr: I thought I had explained why I did that. The only 
reason I did it was to reply to the charges made by Mr. Hazen in the House. 
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I had no other way of replying to them other than making a statement, and 
reading the pertinent part of the letter. Since the statement was made in the 
letter. I quoted the -paragraph containing that statement and Mr. Hazen 
demanded, that I then file the whole letter. 

Mr. Nicuotson: I think a very satisfactory explanation has been given for — 
what the C.N.R. has done. I think if you had given that explanation without 
referring to the confidential letter, it would have been sufficient. 
| Hon. Mr. CuHevrier: I tried to do that. However, you know that on a 

motion for the production of papers a member is out of order if he attempts 
to make a second statement. If I had been given the opportunity of making 
a second statement, that is what I would have said. 

Mr. Hatrieup: Did not the representatives of Moore-McCormack call on 
the minister before the rates were reduced? 

Hon. Mr. Cuevrter: I am not a witness, but have no objection in saying 
that I do not know anyone representing Moore- McCormack; I have never ‘seen 
anyone from that Company and no one called on me to discuss the matte? 

Mr. Harristp: There was a man here representing Moore-McCormack for 
a week or two weeks before these rates were reduced. He told me he was 
here to interview you or an official of your department and he had seen the 
president in Montreal. 

Mr. VAuGHAN: He never saw me. I never saw any Moore-McCormack man. 


Hon. Mr. Cueveier: He did not see me. He did not see the deputy minister 
of my department. 


Mr. Hatrrevp: Did he see any official in your department? 
Hon. Mr. Cuevrier: He saw no officials, so I am informed by my officials. 


The CuarrMaAn: There is one thing I should like to say. The question of 
Mr. Isnor’s letter was settled in the House by the House itself. I think all the 
questions have been asked and answers have been given. Let us turn to page 16. 


Mr. Nicuoxtson: I understand some information was to be made available 
this morning. Could we have that now? 


The CHamRMAN: Just before you do that, if the committee will agree, 
Mr. Fraser has one more answer to make. 


Mr. Fraser: Before I finish I want to say, just so the record will be clear, 
that while the Canadian National Railways are carrying the whole burden of this 
complaint, exactly the same action was taken by the Canadian Pacific Railway. 


Mr. Hazen: But after you took action. 


Mr. Fraser: As a matter of fact, the Canadian Pacific published its rates 
shortly after we did. We agreed with them, before the rates were published 
that we would both publish the same rates. It is hard for us to believe that 
anyone would imagine that the Canadian Pacific, who have their own ships 
at Saint John, would take this action to divert business to Portland and give it 
to Moore-McCormack or anybody else. 

I wanted to make it perfectly clear. Everyone seems to lose sight of the 
fact that the Canadian Pacific were equally to blame or deserve equal credit, 
as the case may be. 

Mr. Harrietp: Not at all, does the Canadian Pacific not have newsprint 
mills at which you do not have facilities for picking up this SeTenUL They had 
to do it to compete and get that freight? 
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Mr. Fraser: Not at all; we both sat down together and discussed our policy 
with respect to the equalization of the rates. 


The Cuairman: I think that answers the question, Mr. Hatfield. They 
agreed before the rates were published. Let us turn to page 16, under traffic. 


Mr. Cooper will file these reports for which requests were made yesterday 
and then we will commence with page 16, traffic. 


Mr. Cooper: Mr. Nicholson asked what the result of the Canadian National 
Insurance Fund had been for the last ten years. Mr. Jackman asked for the 
number of telegraph department employees in the service in 1947. Mr. Jackman 
asked for the acreage of unsold land in western Canada divided between the 
provinces of Manitoba, Saskatchewan and Alberta. Mr. Nicholson asked for a 
comparison of mail revenue in comparison with miles operated as between the 
Canadian National and the Canadian Pacific. Mr. Hlynka asked for a division 
of our revenues and expenses for the year 1947, divided between lines west and 
east of Port Arthur. 

I now table the answers to those questions which might be incorporated in 
the minutes of the proceedings of this committee, 


Question by Mr. A. M. Nicholson 


Result of C.N.R. Insurance Fund—10 years—1938 to 1947 inclusive. 
——wowO0VWV0e+u>O>oeo)oe}qRg—e—Kq_—yEylheon—=>q>q$»=*=®qDo—OeoeueumueueueoOoOS=$<=$0maRRRR eee eo 


Income Expenses 
ae | Net income Administra- | Net income 
Premiums from Losses tion 
investments expense 
g $ no oe Renee § 
LACS Ma a ah ARRON ULI Paper hi § 42,154 583,712 305, 939 15, 213 304, 754 
RUE NOONE day crae RN SOI Ps SOAS 32,962 826, 811 295,468 15, 213 549, 092 
ATE Ge Ae so ak eo 47,775 496,171 410,107 12,917 120, 922 
LUE Ee tanks aN RY Paced s 51, 636 258, 667 413,190 14,871 117,758 
De cio MMe coke Mac Sethe eet He 64, 685 492, 250 374, 968 16, 846 165,121 
DOG DA Were chk ing tab ly iene x thd at ou 197,857 562, 313 518, 725 18,105 223,341 
EAI at a an So koa gat Oa 98,431 1,523,461 389, 470 21, 696 1,210,725 
LORIN ete eke Ss heccta ce oe 131, 627 1, 046, 687 1, 692, 228 22,4385 536, 849 
SOTO eee yah 6oe,, Son. Peta: 119,727 424,810 562,016 23, 163 40,642 
US i aa ee Mi Pcceeels ee 102, 397 597, 346 400, 598 21,860 277, 285 


oS wh tpl aa Sa ARNG das Fale yb LS ie a a a Ca RM Eee ge 
Question by Mr. H. R. Jackman 
Number of Telegraph Department employees in service in 1947: 3,878. 


Question by Mr. H. R. Jackman 


Province Acres 
Miata haan ee Sa wa tiat On iar ts ae Pe NS eke 10,288 -30 
SC AUC IEW AIT een o ne MUN al acaieek olin sauce sibs es 233,507 -98 
PRAM ACN GED) IS oh gas ooh. "OT RARE PANY Gb Se aR ee 4,567 -90 


Gel ACL COO MMR Mae Ce oe hs ee pares 248, 364-18 


92  SESSIONAL COMMITTEE 


Question by Mr. C. H. Nicholson 


Comparison of mail revenue to mileage operated—Canadian National vs 


Canadian Pacific: 
Dominion Bureau of Statistics 


C.N.R. OcP..R: 
Average miles of road operated 1.2... 0.0.00 s eee 21,7357 17,034:1 
Ratio. or total «miles * operatedic. Ges... va oeuie eee 656i 1 43-9% 
UM Ub 27 CV ON ME A. Vente ing ede 3 aa UE Ee pore age nite $3,830,045 $4,172,010 
Riation6tetotal: PEVenue at esa Wey oe es Bee ieee 47-83% 52°-2% 


Questions asked by Mr. A. M. Nicholson and Hlynka 


Revenues, expenses and net revenue, year 1947, divided between lines West 
and East of Port Arthur: 


Revenues Expenses Net 
Lines West of Port Arthur and Armstrong $119,964,915 $110,207 860 $ 9,757,055 
Lines Hast of Port Arthur and Armstrong 257,340,180 236,693,906 2:0 646,274 
He eee Lad THER cca Ure ete hey aio ie et Waele Went 60,892,885: 50,220,841 10,672,044. 


BRO a Frat Le bas cholas tna yan papeee oe earn popes $438,197 ,980 $397 122,607 $41,075,373 


Mr. Nicuotson: I enquired about the rates on eggs to Regina and Ottawa. _ 

Hon. Mr. Cuevrter: I hope that inquiry will not take as long as the Port- 
land case. 

Mr. VaucHan: They tell me they will file that information in the morning. 

The CHarrMAN: We will file that. 

Mr. Nicuouson: It should be a simple matter to obtain that information. 


Mr. MacMituan: We are trying to give you the rates on which the traffic 
actually moves. I think the president, yesterday, in answer to one of your 
questions, stated there was a possibility this might be an agreed charge. There 
is a certain volume of traffic which moves on the terms of agreements, contem- 
plated by the Transport Act, under which a shipper covenants to deliver to the 
railway all his traffic in consideration of which a specific rate is designated. 
Eggs is one of the commodities frequently handled in that manner. We want to 
give you a comprehensive statement of the situation. 


Mr. Nicuouson: The minister had some information available in that con- 
nection on April 15 when he replied to a question by Mr. Coldwell. I should 
like to have that information before the committee completes its task. I under- 
stood the president to say yesterday there was not any discrimination against 
western points, that the increases have been made all across Canada. 

Mr. MacMiuuan: That is right. 

Mr. Nicuouson: My information is there is a difference; that the rate of 
increase in Ontario is not as high as it is in Saskatchewan. I should like to find 
out whether I am wrong or not. How long will it be before I can obtain that 
information? 

Mr. MacMiuuan: We could give it to you by tomorrow. 


Mr. VauaHAN: It would be in your interest if we could vive you a compre- 
hensive statement rather than picking out something here and there which might 
be misleading. We will have that information for you in the morning. 


Mr. Emmerson: I should like to ask Mr. Walton one or two questions. What 
is the ratio of apprentices to mechanics in the various shops? 

Mr. Watton: Our regulations provide for one to five. 

Mr. Emmerson: Could you say what is the actual ratio now, say at the end 
of 1947, for the whole system as well as the Atlantic region, not of the various 
apprentices but the total number of apprentices? . 

Mr. Watton: I have not that information with me. What you want is the 
ratio of apprentices to mechanics at the end of 1947 lumped into one figure. 


RAILWAYS AND SHIPPING ; 93 


Mr, Emmerson: For the Atlantie region and for the system. 

Mr. McLure: Last year, I asked the president if there would be any oppor- 
tunity for our province to have an allocation of a certain number of apprentices. 
Due to the fact that our shops were moved from Charlottetown to Moncton, we 
have not had apprentices for a number of years. Applications are always coming 
in from fellows who want to learn the trade. At that time, I think the statement 
was made that proper allocations would be made for apprentices coming into 
the Moncton shops, based on the population of the three maritime provinces? 

Mr. Watton: That is correct. 

Mr. Vaucuan: I recall you asking that question. 


Mr. Watton: I had occasion to look that up for the year 1947. Our records 
show that on the Atlantic region we took on 15 apprentices, three of whom were 
from Prince Edward Island. They were the only three applicants from the island. 
So far as we can, we will follow that proportion which ls, approximately, a 
reasonable pro-rate as between Prince Edward Island, New Brunswick and 
Nova Scotia. 


Mr. Poutior: With reference to the two questions which have been put to 
you by Mr. Emmerson and Mr. McLure, do I understand that you mean there 
is one apprentice— 


Mr. Watton: One to five, that is one apprentice to five mechanics. 


Mr. Poutior: Will you please check up, for my personal information, the 
number of apprentices at Riviere du Loup? I believe you will be surprised to 
learn that the number of apprentices is far below that. I hope it will be corrected 
in due course. 


Mr. Watton: I will be glad to do that. 


Mr. Pouuior: It is impossible to get apprentices at Riviere du Loup. The 
situation has been improved since Mr. Johnson has been in Moncton. He has 
done a marvellous job which I hope will be continued by Mr. Robinson. Before 
that, the situation was not good. We suffered injustices from Moncton continu- 
ally. Because of the actions of former superintendents, Mr. Johnson had a very 
difficult job, but he improved conditions. He did exceptionally well and I am 
sure that he will do well wherever he is. I hope his successor will follow in his 
footsteps. 


_ The CuHatrman: Are there any other questions concerning traffic? 


Mr. JAckMAN: Could we have on the record how many new employees were 
taken on during 1947, not ex-service men, who were resuming their positions with 
the company, and of that total how many were university graduates? 


Mr. Vaucuan: I think we can get that for you. 


Mr. JAckKMAN: The matter of interest charges came up yesterday and I 
should like to have on the record a table showing the amount of interest charges 
on funded debt and government loans separately and in the ageregate, expressed 
as a percentage or as a decimal of: (a) total operating revenue; (b) net operating 
income—or should I use the term “net operating income’? 


Mr. Coorrer: I am not sure which you have in mind. If you mean the 
difference between revenues and expenses you should use the term “net operating 
revenue”; if you want to include taxes, joint facility rents and equipment 
rents, you should use the term “net railway operating income”; but if you 
want to speak of the final result you should use the term “net income”. I am 
not sure which of the three you wish. 


Mr. JackMAN: I want it for comparative purposes and on your statement 
I think you have the figure for net railway operating income. That would 
probably be the best one for my purposes. 


Mr, Coorrr: All right, sir. 
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Mr. Jackman: (c) Net available for payment of interest. I should like to 
have those figures for 1939 and for your best year, 1944 or 1945, was it? ies 
Mr. Coorer: When you speak of ‘‘net” in relation to the amount available 
for payment of interest, the amount in 1947 was $27 ,939 ,000. ) 
Mr. JAcKMAN: I want it as percentages. 
‘Mr. Cooper: Our interest was $43,000,000, which would be something like 
150 per cent. Is that the figure you want? | 
Mr. JacKMAN: It would result in a minus figure. You have a deficit figure. ; 
Mr. Cooprrr: Yes, $15,000,000. 
Mr. Jackman: Which was your best year during the war? I leave that 
to you to find out. 
Mr. Coorsr: All right. 
Mr. Jackman: Or for 1947. And then I should like to know what were the 
interest charges for the C.N.R., the Grand Trunk Pacific and the Grand Trunk 
Railway. Does that include the Transcontinental? It was C.N.R., was it not? © 
Mr. Cooper: The Transcontinental was a Canadian Government railway 
and it had no fixed charges. 
Mr. JackMAN: I wanted the railways which went into the Canadian National 
Railway System. | 
Mr. Coorsr: I can give you that now. 
Mr. Jackman: The C.N.R. and the Grand Trunk Pacific and the Grand 
Trunk Railway. 
Mr. Cooper: In 1922, which was the year prior to the amalgamation, the 
interest charges of the railways which entered into the consolidation amounted 
to $35,123,236. 
Mr. Harrietp: How many perpetual bonds have you still outstanding? 
Mr. Coorer: They are set out, Mr. Hatfield, on page 20 of the report. I 
would say between $13,000,000 and $14,000,000. 
Mr. Hatrretp: They carry an interest of 7 per cent, do they not? 
Mr. Cooprrr: No, sir, there are no 7 per cent interest bonds; some are at 
5 and some are at 4 per cent. 
Mr. Harrrecp: You cannot refund those bonds, can you? 
Mr. Coorer: No, sir, you cannot call a perpetual security—you could 
negotiate, possibly—but you remember, no doubt, that during the war all the 
securities held by U.K. residents, including perpetuals, were repatriated. 
Mr. Hatrietp: I know that. 
Mr. Coorrr: And far the greater portion of our perpetual securities were 
retired at that time. 7 
Mr. Harrietp: What perpetual securities you now have are still held in 
Canada or the United States? 
Mr. Cooper: They are held in Canada, the United States or Europe, 
excluding the United Kingdom. There are some in Ireland. 
The Crarrman: Mr. Jackman, you wanted to finish your questions. 
Mr. Jackman: In 1922 the Canadian National Railway System was formed; 
is that the date? 
Mr. Coorer: January 1, 1923. 
Mr. JacKMAN: Were there any bonds on the Intercolonial Railway at all? 
Mr. Cooprr: No, sir. 
Mr. Jackman: How much of those charges have been written off by reason 
of writing off debt or transfer of the proprietorship account? I am not asking 
for that now. What is the amount of interest charges on debt incurred since the 
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- government took over the C.N.R. system, less refunding of previously incurred 
debt? Will you give me those figures later? 

Mr. Cooper: Yes. 

~ Mr. Moors: I notice an article in the Winnitee Free Press stating that a 
token payment was to be made on taxes on railway property in the city of 
Winnipeg. Are negotiations under way now for railway properties to be taxed? 

Mr. MacMiiuan: That is right, sir. The situation in Manitoba is that we 
have never had municipal taxation within the province of Manitoba until the 
current year and this year the railways become liable to some form of municipal 
taxation. Normally there is a Railway Assessment Act which determines the 
extent to which railway facilities become taxable. The city of Winnipeg has not 
any special provisions in its charter, and rather than introduce special provisions 
to this section, the Manitoba legislature, which is now in its dying days—we have 
had negotiations with them, using as a base very largely the Ontario Assessment 
Act. It will be for the term of one year and at that time it will be regularized 
by an amendment of the statute of some nature. 

Mr. Moors: I noticed that the city of Halifax has a particularly unique 
problem in that a large amount of their property is owned either by the 
dominion government or by the transportation companies, which is not taxable. 
) Will the C.N.R. also have to pay taxes in the city of Halifax on their properties? 
a Mr. MacMiuian: We make a grant to the city of Halifax in lieu of taxation. 
The property there is vested in the name of the dominion Crown and as such is 
exempt from taxation. 


Mr. Locxuart: Are there varying rates of compensation in different regions? 
In certain sections of Canada are the rates different from what they are in other 
sections, depending upon the municipal demands? 


| Mr. MacMiian: Yes, it depends upon the terms of the provincial statute 
to establish municipal taxation. 


Mr. Locxnart: Of the particular province? 
Mr. MacMiuuan: Yes. 
| Mr. LockHart: Do you set it up in regions or how is it set up—in districts? 
) Mr. MacMitian: You mean the administration? 
; Mr. Lockuart: Any compensation granted to the municipalities—is it done 
by districts? 
) Mr. MacMuuan: It is done by municipalities. 
Mr. Locxuart: By municipalities. Does that mean urban or rural muni- 
cipalities as well? 
Mr. MacMiiuan: In Ontario it is for both rural and urban. 
Mr. LocxuHart: You have a table set up for that now? 
Mr. MacMiruan: Yes, we operate under the terms of the Ontario Railway 
Assessment Act. 
Mr. LocxHart: Have you anything compiled at the present time which 
would show what that is in a particular municipality? 
3 Mr. MacMiuuan: Yes, we could give you the taxes. 
Mr. LocxHart: Could that be prepared without much trouble? 
Mr. MacMutran: JI think so. 
Mr. Vaucuan: That statement. was filed yesterday. 
Mr. Locxuart: I am sorry. I was not here. I was detained at home. 
I was wondering if anything had been said about it. That is going to be 
available’. 
The CuatrMan: I think that was tabled yesterday. Are there any questions 
on transportation on page 16? 
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Mr. JAcKMAN: With regard to maintenance of equipment I notice in hee 
auditors’ report the following: 


Maintenance of equipment accounts reflect the utilization during the 


year 1947 of $8,000,000 from the deferred maintenance reserve. No 
similar utilization of the reserve was made in respect of maintenance of 
way and structures. 


Further on it says:. 

. subject to the utilization of the unexpended balance of $25,000,000 
in the deferred maintenance reserve, the fixed properties and equipment 
have been maintained in a proper state of repair and in an efficient operat- 
ing condition during the year. 

Does that mean that the condition of certain of the railways’ properties are not 
in as good a state as they should be and will not be until you are able to spend 
these moneys? 

Mr. VauGcHan: Our lines are in an entirely safe condition, but we thought, 
so long as that condition exists, it was more desirable to put the extra mainten- 
ance on our equipment and get ‘it in shape and modernize it because that equip- 
ment got a terrible beating during the war and we are now only able to get at it. 


We are, of course, doing a large amount of work on maintenance of way, 


and we would have done more, had material and men been available. The line 
is being maintained in a safe condition and we are spending, notwithstanding 
the fact that we do not apply any deferred maintenance money to it, a large 
amout of money on ballasting and new rail, new bridges and everything that 
goes into the improvement of the structure. 

Mr. LocknHart: Are you still restricted because of the unavailability of 
employees and the lack of satisfactory employees? 

Mr. VaucHan: Yes. More men are becoming available for track work 
now. We are short of skilled help in our shops. 

Mr. Nicuotson: I suppose there is an increase in the use of fuel. Ostensibly 
you are using fuel from the Lloydminster field? Is it satisfactory; and can 
the amount be increased? 

pce, VAUGHAN: Yes, we have been taking all the oil these people could 
give us. It is a heavy oil, but we are able to use it satisfactorily. 

Mr. Nicuotson: Where is it being used? 3 

Mr. VaucHan: West of Jasper in the territory where we have oil-burning 
locomotives. 

Mr. Nicuotson: In what territory are you using the oil? 

_ Mr. Vaucuan: West of Jasper. Nearly all our engines west of Jasper are 
oil burning. There are a few coal burners. 5 
Mr. Nicuotson: Is it going to be possible to use more of this oil on these 
oil burners? 


will use it. 
Mr. Nicuotson: It has been quite satisfactory, has it? 
Mr. VAaucHan: Yes, it has been satisfactory. 


Mr. McCuttocu: Is anything going to be done about straightening the 
line between New Glasgow and Mulgrave?’ 


occasions, but it is not active at the present time. 


Mr. Jackman: I still do not get clear exactly what is referred to in the 
auditors’ report. Perhaps we might leave it until we discuss the auditors’ 


Mr. Vaucuan: Certainly, if the oil is available at a ee price we — 4 


Mr. VaucHan: That matter, as you know, has been considered on several 
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* report, but it does qualify the proper state of repair and efficient operating 
condition by the contingency to spend the balance of the $25,000,000. Now, 


what particular properties would not be in a proper state of repair: “in an 
efficient operating condition”? You say you have spent the money on railway 
stock as much as you could, but that there are certain other properties that 
are not in a proper state of repair or in an efficient operating condition until 
this money is spent. What does that refer to? 

Mr. VaucHan: That refers to items such as ballast. We are catching up 
on the work that was deferred during the war, but certainly lines are being 
maintained in a safe condition and we will continue to do work from time to 
time to improve their condition. 


Mr. JackMAan: Do you agree with what the auditors say in regard to 
maintenance? As I have mentioned, the wording is: “fixed properties and 
equipment have been maintained in a proper state of repair and in an efficient 
operating condition ... subject to the utilization of the unexpended balance 
of $25,000,000.” 

Mr. VaucHan: I do not know what Mr. Matthews meant by that. Perhaps 
he can tell you. 


The CuHairMAN: Perhaps you should leave that to a later time. 


Mr. Jackman: I want to get the railways’ point of view, anyway. You 
are satisfied that there is a proper state of affairs and an efficient operating 
condition? 

Mr. Hatrretp: What about refrigerator cars? 


Mr. VAucHaN: Yes, decidedly. Mr. Hatfield, that question was answered 
yesterday. 


The Cuatrman: Is there anything more on transportation? 

Mr. McLure: With regard to supplies do you have to pay the usual 
8 per cent? 

Mr. Vaucuan: Yes, we pay the full 8 per cent sales tax. We pay I would 
say about $7,000,000 in sales tax and we pay about $5,000,000 a year in duty. 

Mr. Hazen: I asked that question about fuel and I was going to get a 
breakdown. 

Mr. VaucHAN: Yes, that statement will be ready this afternoon. 


The CuHatrMaNn: Is there anything else on that matter? Let us go on to 
merchandise. 


Mr. Locxnart: Could we have a brief statement with regard to services. 
There have been a lot of changes in cafe services. 


Mr. Wauton: That was mentioned yesterday in connection with what 
we call the rear and equipment, the sleepers and the lounge cars. We have one 
car of the Fort Lawrence type which consists of four bedrooms and a large 
lounge. 

Mr. Locxuart: I do not want to cause any repetition of what was said 
yesterday. 

Mr. Watton: I think it was very well covered in the record yesterday as 
to the reconditioning and the general modernization of equipment, and mention 
was also made, I think, of the thirty new first-class coaches, the last of which 
has been delivered. | 

Mr. Locxuarr: One of which I noticed in the area going through to 
Buffalo. 


Mr. Watton: We would naturally put one there. 
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Mr. Locxuart: Oh, yes. Was a statement made as to the reconversion 
to the more modern type of cafe service? Last year there was mention made 
of the fact that you were going to try out new ideas in connection with cafe — 
service. I have not run across any and I was wondering if that matter is 
still under consideration. yee 
| Mr. Watton: We have turned out certain buffet and parlour cars which 
are exceptionally nice cars. We are reconditioning certain dining cars. 
Mr. Locxuart: The service is about on the same basis as always? 
Mr. Watton: So far. 

Mr. Locxuarr: No changes? 

Mr. Watton: No. 

Mr. Nicuouson: In connection with loss and damage to freight, I notice 
there is quite an increase in the operating expenses. How does that compare 
with previous years? Is there any explanation why the losses and damages 
should be going up? 
Mr. Vaucuan: That is a matter that is giving us serious concern. A great 
many of the packages are not shipped in proper containers; one reason why 
that amount is up is because the value of the commodities has been greatly 
increased. Nevertheless, it is something that is giving us a good deal of 
concern. We consider our claims are too high and we are doing everything 
we can to reduce that item. 

Mr. Nicuouson: What sort of educational campaign are you carrying on? 


Mr. Wauron: We are carrying that on with our employees. We have 


a special department looking into that matter. 
The CuatrrMan: If there is nothing more in general let us turn to page 18. 


Mr. Jackman: May I ask whether many of your salaried and white-collared 
class of workers, such as clerks, are unionized? : 


Mr. VaucHan: Some of them belong to the Canadian Brotherhood oi 
Railway Employees and some to some other unions in the states and elsewhere, 
but there are many who are not unionized. 


Mr. JACKMAN: Would half of the white-collared class of employees be — 
unionized? 


Mr. Vaucuan: I would say at least half. 


Mr. JackMAN: I just noticed in one of the graphs that your labour costs 
are 44 per cent over 1939. Could you answer a general question as to whether 
or not the white-collared class have had their salaries increased as much as 
the average employee? 


Mr. VaucHan: They have been increased pretty much in the same ratio. 
When we give advances to our organized men we give similar advances to our 
unorganized men. 


Mr. Jackman: More or less automatically? 
Mr. VaucHan: That is correct. | 
' Mr. Nicnotson: With regard to the dining and buffet services, I presume 

that the revenues are down. Has the increase in the price of meals improved 
your financial position or worsened it? | 

Mr. Watton: Are you speaking of the dining cars? 

Mr. NicHouson: Yes. 

Mr. Wauron: It has improved. _ 


Mr. Nicuotson: The meals have gone up in price a great deal; what is 
the percentage? 
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Mr. Wauron: The point where it affects patronage has to be watched 
pretty closely. We carry it as far as we can without seriously affecting the 
net result. . : 

Mr. NicHotson: Have you an estimate of the increase inthe cost of meals 
in the past twelve months? 

Mr. Wauton: We could get that. 

The CHatrrMAN: Let us turn to page 19. 

Mr. JAckMAN: Mr. Chairman, I wish to speak about. executive classes 
whom I might denominate as the men getting $5,000 or $6,000 or over. Is that 
a figure you might wish to put in, Mr. Vaughan? Have you increased their 
salaries comparatively? Suppose a man was getting $5,000, is he now getting 
$7,500 which would compensate him for the increased cost of living, to say 
nothing of the taxes he pays? 

Mr. VAuGcuHan: I think it was in the spring of 1946 that we gave an increase 
of 10 cents an hour to the men, which worked out at about $25 per month and 
we gave our officers and non union men an increase of $25 a month. It was 
not on a percentage basis. 


Mr. JAcKMAN: Twenty-five dollars a month is not very much in the 


executive class. 


Mr. VAucHan: No, but that is what we gave them. 
Mr. JackMAN: With regard to the man getting $5,000 in 1939 is he ‘getting 


over $7,000 now? 


Mr. VaucHan: No, sir; his increase would be comparatively small. If he 
were getting $5,000 in 1939 for a similar position it would be between $5,000 and 
$6,000 now. 

Mr. Jackman: How do you expect them to get along? 


Mr. VaucHan: They have been paid what we considered was the additional 
cost of living and if we had given them an increase on a percentage basis they 
would have been getting more money, but we felt that we could not afford to do 
that. 

Mr. JAckMAn: How can you keep your men or get the best service out of 
them if you are constantly reducing their standard of living? 

Mr. VaucHan: We have been able to keep them. We have lost some 
men because they considered they were not receiving satisfactory salaries and 
could get more money elsewhere, but generally speaking on account ‘of pension 
rights and other advantages our men.stick with us. 

Mr. Jackman: Is it your opinion that these men should get some compen- 
sation along the lines you have given to the system as a whole, namely, 44 
per cent? 

Mr. Vaucuan: I would have to check up and see what we have given the 
so-called white-collar class. We have given them what we consider fair 
increases, having regard to the increased cost of living. 

Mr. Jackman: You know that the cost-of-living index is up over 100 per 
cent, approximately 150 per cent, and many people complain that the index 
itself is not a true reflection of the actual costs; yet you have come out with 
the statement that what you have done for these men is ereatly less. Is that 


a fair increase? 


Mr. VauGHAN: These men, according to our records, have had three 
increases which gives them a total increase of $638.52 per annum. 

Mr. JAcKMAN: On a salary of how much? 

Mr. Vaucuan: It does not make any difference what their salary was, 
they got the same amount. 
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Mr. JackMAN: They are on a general level of income, now, with respect — 


to the contribution made by the system? | 

Mr. Vaucuan: It was considered the cost of living was practically the 
same for every man, regardless of his salary. Therefore, we gave them the 
same increases. 

Mr. Huynxa: Would you have figures to show how much the Canadian 
National Railways collected in the form of educational tax for the government 
in Saskatchewan over the years and whether the Canadian National Railways 
were paid for the services which they rendered in collecting those taxes for 
the government of Saskatchewan? 

Mr. Vaucuan: We could get that information. 

Mr. Nicuotson: I might answer that by saying, all those who collect 
money for the government of Saskatchewan are paid and they are all paid on 
the same basis. 

Mr. Vaucuan: I do not believe we have ever been paid for collecting money 
for governments. . 

Mr. Nicuouson: I suggest you put in a bill, then, if you have not been 
paid. 

Mr. VaucHan: Do you think it would be paid? 

Mr. Moors: Is that true of the province of Quebec, too? 


The CHAIRMAN: Could we go to 19? 


PROPERTY INVESTMENT ACCOUNT 
Expenditures Year 1947 


ROAD: 

New Lines “Constructed: <t255 0 tera su nes oe. eagle ee echar ere $ 1,183,283. 41° 

Wiewr Wiinde! AGU ired (is cupk, aceite Seat ryan tate ep ane sect) She rae 77,012.49 

OE TAN OUCd. ATLEH ek. siete Cece lees 5 mie veliey oscar Sts) er patel ges oni 41,990.25 

APS cer haha TAC, Fh STORIES oy 655s lace 0 Woe or aio ans Samira aus atee eT atte! nna (ee eteae 962,188.60 

iN @. Plates atid ath Amenore: 2. {ae aeee aero os fnere rele aera 1,092,280. 94 

ENA CV: ued seo Mere tlre erate aettay Ait ups Saupe aoa ne gry roo. > ARG 524,389:. 53 

Widening Cuts and Wills, ete. 7 io. ase. en chaise ee ees 265,4:09'. 16: 

Large Freight Terminals ............. eee eee cece wees eens 86,484.39 

Large Passenger Terminals ..........0. cess ee eee eee enees 419,408\. 79) 

VYaraxtracks and-S1dihive? 2x05 .pric esas caceie tei da pie aren ae see 751,690:.60 

Roadway Machines’ oso ssdenig sthks oe enaelsin eee tae aes ea 376,822). 09: 

Bridges, Trestles and Culverts ......6 2.5.5 ee ee cee ne viele 547,161.20: 

Stations and. Station: Macilitzes: 220. ae a ean aitoatoen ten 781,220'. 33 

Woater Sirpplies sty sei yee oe sie wee theca a ees cline gah aeon ay eau pete 153,791 .00 

Shops, Enginehouses and Machinery .........+...eeeeeee 891,435.19: 

Docks and. Wharves’ Sess oe Hires ale rica ota Gedy des ane oe eee 68,657 .39 

Automatic Signals and Interlocking Plants ............... 83,979). 57 

Velestaphs—-H allway. csaiss.< ot. 'e cul ¥ie geebedualaes Taueceie wives tere eat «> 190,628. 88 

fEéleoraphis=Commeéteral si. suc co ee ew coer ag albu aie ne a eeinas, = pehetole 1,117,746. 06: 

Stores Department Buildings and Equipment ............. 105,263 .74 

A Wb AVe Mele Unrate pale un bk Ome URU RY Ran ata Meta 2 rb Se Tbe oe velidthe hate wEMM Oo ees 412,337.70 

es 1 Pel a er aes EON Lege er han RR TAM HS MRS YN ats 347,925.33 $ 9,572,450 .74 
EQUIPMENT: 

Bquipment Purchased or Built 2.2. 2 oss ce ee a geen we $11,806,427. 49 

Equipment: Retirements: (iccsha. filets ba sis leverm one Gebehelern stn 1,751,223 68 

General Betterments to, Wauipment aco k. ww cise - boots ne ble ate 1,369,671.74 

Hguipuient, “COnyv ersions i... peace aie se eicoela ie Kja aarti « e fate oilale 83,248.79 

Express and Miscellaneous Equipment .............«..--- 411,238. 81 11,752,865. 67 
PROTBES Sep oe ed SRR Tig ww a SA oe nie og a Se rete ete 201,804 .74 


SEPARATELY OPERATED PROPERTIES ....... 002. e cess cecoccseers 1,536,459 .88 _ 


Net AppDITIONS AND BETTERMENTS DurRING 1947 .. $23,063,581 .03 


Ledger Balance Ist January, 1947 .......4... $2,052,640,443.12 
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- Net Additions and Betterments during the year $28,063,581 .03 
Abandonment of 12-21 miles, 

By Trelle Jct. to Morinville, 
; minerharerts sa wee ek. $ 106,034.46 
Sale of Inner Dock Property, 
: Wictorin® bie ete ea aS 246,582 .22 
_ Equipment. Retirements—propor- 
| tion of ledger value charged 

to Proprietor’s Equity .... 1,532,852.73 1,885,469. 41 
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t 
ait views N ve, ees $ 63,045.78 


partment of National 


Defence ...... Stra 250.50 62,795. 28 21,240,906.990 
Ledger Balance at 31st December, 1947 ......... $2,073,881,350 .02 


DOMINION OF CANADA—LOANS 


Principal Interest Average 
Outstanding Accrued Interest 
i at Dec. 31, 1947 194.7 Rate 
Loans for repatriation of U.K. securities ........... $391,431,960:.40 $13,699,344.41 3-50% 
fupane fer debt redemption. 0% {220s See sk, 222\,576,029.. 45 5,077,818.78 21-28% 
Panes Lorene oT Ollie BOCK. ete. <n aioe. con 42°04:7,355. 41 1,123,804.91 2-57% 
Beroane forinvestment- mm) T.GiAs o/c. ees. 16,643,022).71 71,614.02 1-00% 
- Canadian Government Railways—Working Capital at 
z POS CLOUR ALLO Sapna ie fn qe maee ate eee he Se, 16,77.1.980:. 54 --- 
Seiatercet on loans repaid .... 80.5.0. oee deere ce an — 29,852.73 
| $689;,470,348.51 $20,002,434.85 2-90% 
Mr. Jackman: If you are taking on new men in the executive field, how 


~ could you attract capable men who will effect economies in the operation and 
a bring business to you, if you cannot offer them a better rate than you 
apparently do? 
) Mr. VauGHAN: There are some of our men to whom we would like to pay 
higher rates. Generally speaking, we are not getting any complaints from our 
men. We have a system in effect now under which we are training young. 
university men. We are taking so many men each year from the universities, 
~men who are recommended by the Deans of the universities as being outstanding 
~men. We are taking a definite number each year and we move them around 
from department to department. We hope, in that way, to develop a lot of 
good railway men. They will be paid adequate salaries as they progress. 

Mr. JackMAN: My suggestion is that, since you have not done more for 
your executives than you appear to have done since 1939, your salaries are not 
adequate? ) 

Mr. VaucHAN: We deal with special cases from time to time where we 

believe a revision is necessary, 

Mr. NicHotson: How does the item for stations and station facilities of 

$781,000 for 1947 compare with the budget for this year? 

The CuHarrMAn: What page is that? 

Mr. NicHouson: Page 19. 

Mr. Coorrr: I will have to examine our budget details in order to answer 

that, Mr. Nicholson. When we come to the budget, we can answer that question. 
_ Mr. Nicuonson: Could you tell me how this compares with your budget 
for 1947? 
Mr. Cooprr: Again, I would have to go back to the details of the budget. 
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Mr. Vaucuan: In general, we have been spending much less than our budget 
each year. . | is 

Mr. NicHoison: Because of the shortage of materials? , 

Mr. Vaucuan: The shortage of materials and labour. 

Mr. Locxuart: Are we dealing with page 19? 

The CHAIRMAN: Yes, page 19. 

Mr. Locxuart: What lines have been constructed, what new lines have been 
acquired and what lines have been abandoned? 

Mr. VaucHan: You mean during the year? 

Mr. LocKHarT: Yes. 

Mr. Vaucuan: There is a reference in the report to one line abandoned: in 
Alberta amounting to approximately twelve miles. This was the only abandon- 
ment. The only new line being constructed 1s the line to Barraute in Northern 
Quebec. 

Mr. Lockuart: There has been no change in that connection since last year? 

Mr. VaucHAn: No. | 

The CHAIRMAN: What about page 19, those two paragraphs? 19 carried. 

Mr. McLure: There is an item in connection with hotels of $201,804. 

Mr. VaucHan: We would have to get the details of that for you, Colonel 
McLure. It is for general improvement work done on various hotels across the 
system, not on any one hotel. 

The CHAIRMAN: Well, gentlemen, it is one o’clock. We will meet at four. 
o’clock this afternoon. 
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The committee resumed at 4 p.m. 


AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CHarrman: Gentlemen, let us proceed. There is one question I would 
like to put to the committee. I must advise Mr. Howe when to bring the T.C.A. 
officials before the committee. Now, from the progress we have made I think 
we should be able to meet them by Thursday. Is there any objection to that? 
One of the officials has to come from Winnipeg and I do not want to have him — 
here waiting around, but if we can get started on T.C.A. on Thursday we should 
finish by Friday and have the work all cleaned up. Is there any reason why we 
cannot take the T.C.A. on Thursday Mr. Jackman? 

Mr. JacKMAN: I think we can make that an objective. 


The CHAIRMAN: I will advise Mr. Howe to have the T.C.A. officials here on 
Thursday. 

Now, Mr. Walton has some information to table for some of the members 
before we start. a 

Mr. Wauron: The first reply is in answer to a question asked by — 
Mr. Emmerson. in regard to the average yearly mileage per locomotive. 
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Average Yearly Mileage per Locomotive 


Year System Atlantic Region 

FEES PR aR Ma Oe I ages ty ane Caley ae Nei er = 37,655 32,009 
LOA oy a ae ae setae Nat one 36,206 31,775 
TOG 5 oe ee RRO eee a ee re a aes 36,938 32,067 

ieee Sterne AERTS PTT par Re 2 37,343 33,665 

1043 ).084 Past ek et en ea ae 38,098 36,310 
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The next question was in regard to the percentage of unserviceable locomo- 
tives generally and with particular reference to the Atlantic region. 


CANADIAN NATIONAL RAILWAYS 
Per Cent Unserviceable Locomotives 


Period System Atlantic Region 
December lee Gan ewmec ee Bae kh + oa oe lst Hes owl 19:6 26°7 
Decent. 7) UlGes . Lamas ata ose oe 20-3 28-8 
COMPOST. 61 eee Ode . Tee Sem ine gen ok Mats Pe eo: 19-6 25:8 
PECOMDCIC GIs HO4Ae Laer s Besa hs an te eee 18-6 30-2 
Weeein Dera ol ts LUA aE wc Cheade hits iy ok eee oh ween 16-6 223 


The third one was with regard to manufactured miles and consumed miles, 
again generally and specifically for the Atlantic region. 


CANADIAN NATIONAL RAILWAYS 


Manufactured Miles 


Year Canadian Lines 
POA Rane Cees eS 76,306,902 
WO4 Gee. mere ae 79,213,129 
| i eee ee 84,080,406 
R94 Dips ae. 89,936,000 
OO Sey <a eae 71,426,006 


Atlantie Region 


10,042,377 
11,998,009 
16,930,531 
15,280,000 
10,082,000 


Consumed Miles 


Canadian Lines 


82,572,997 
80,239,232 
82,970,806 
84,163,024 
84,948,607 


12,559,506 
12,833,020 
13,697,930 
13,748,779 
13,900,378 


Atlantic Region 
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There was also a question asked with regard to the apprentice situation. 
I said this morning that our standard ratio was 1 to 5. That is the ratio we are 
working to. At the moment the situation in the system is that apprentices to 
mechanics are on a ratio of 1 to 8, and on the Atlantic region 1 to 9-7. The 
reason for that is that as the apprentice system got out of its normal course 
during the war years due to so many young men entering the services we are only 
now approaching a point where we can get back to the normal 1 to 5 ratio 
because of the first-year men coming in being restricted in regard to the number 
of machines available on which they can work and the number of men who can 
properly be instructed by the experienced mechanics in the various shops. 


The Cuarrman: I believe Mr. Cooper has answers to some questions. 


Mr. Cooper: There was a question asked by Mr. Jackman as to accidents 
on the Canadian National Railways and the Canadian Pacific Railway, and a 
question by Mr. Nicholson as to the amount included in the 1947 budget for 
stations and station facilities and the actual expenditures during that year. 
Question by Mr. H. R. Jackman as to accidents. 

Comparative statement of accidents. . 


DOMINION BUREAU OF 


Number of passengers 
killed per 100,000,000 
passenger miles 


STATISTICS 


Number of passengers 
injured per 100,000,000 
passenger miles (see note) 

: C.P ! 


Year C.N.R. CAPR. C.N.R PR 
OS cee ctu thes cite -189 -324 11-626 14-703 
LOS ee ees aie -178 °457 8-304 22-544 
104 ee ht "155 1-860 4-886 23-987 
i ee -118 -114 3°775 10-030 
TO4 ey oki 8 -146 -069 3°652 9-270 
BOS aire ern ha otake 130 -174 2 N51 8-539 
bs ERE PAR a atl obs Sr nil -094 2-996 11-665 
MOP Ae ie re es L770 -180 11-445 © 8-043 
Note: Definition of a passenger injured: An injury which would prevent a person from 


following his reguJar mode of life for one day. 


Question by Mr. C. H. Nicholson. 

Amount included in 1947 capital budget for stations and station facilities 
compared with actual expenditures during that year. 

The amount included in the 1947 capital budget for stations and station. 
facilities was $3,218,745. The actual expenditures during the year were $1,287,113. 

The CHarrMan: Page 20, “Funded debt—principal and interest.” Are there 
any questions on that page? 
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The CHatrMAN: Page 21, “Investment in affiliated companies.” Are there 


any questions on that page? 


SESSIONAL COMMITTEE 


INVESTMENTS IN AFFILIA D COMPANIES 


COMPANY 


Srocks: 
The Belt Railway Company of Chicago.............. 
Canadian Government Merchant Marine, Limited... - 
Chicago & Western Indiana Railroad Company...... 
The Detroit & Toledo Shore Line Railroad Company 
Detroit Terminal Railroad Company.........-...... 


Total 


Par Value | 
Outstanding 


$ 3,120,000.00 $ 


800.00 
5,000, 000.00 
3,000, 000.00 
2,000, 000.00 


Par Value 


240, 000.00 
800.00 
1,000, 000.00 
1,500,000: 00 
1,,000, 000 .00 


Owned by Can. Nat. System 


Book Value 


$ 240,000.00 
800.00 

1,000, 000.00 
1,500, 000.00 
1,000, 000.00 


312,500.00 312,500.00 


Northern Alberta Railways Company................ 


625,000.00 
(representing amount paid up, i.e. 10%) : 


The Cntario Car Ferry Company (Limited).......... 500, 000.00 250, 000.00 179, 007.53 
ThewPublic Markets; imitted ws. snort eee ee 1, 150,000.00 575,000.00 575,000.00 
Railway Express Agency, Incorporated (no par value) 1,000 shares 6 shares 600.00 
The Toronto Terminals Railway Company.......... 500, 000.00 250,000.00 250,000.00 


The Toledo Terminal Railroad Company............ 4,000, 000.00 387, 200.00 387, 200.00 
rans Canaga Air lsinesi- osc ck See Seen eee 22,600,000.00 22,600,000.00  22,600,060.00 


(representing amount paid up, i.e. 90.4%) y 
Vancouver Hotel Company Limited................. 150,000.00 75,000.00 75,000.00 


$28, 120, 107.53 


Bonps: 
Northern Alberta Railways Co. Ist. Mortgage Bonds. 
The Toronto Terminals Railway Co. Ist. Mortgage 
[Bye Tare ROPE ee ONE RRS Wee ed UN Ned he AS Sta A ests 


$31, 530,000.00 
25,910, 000.00 


$15,765,000.00 $15, 765,000.00 
12,955, 000.00 


$28, 720, 000.00 


12,955, 000.00 * 


ADVANCES: 
Chicago & Western Indiana Railroad Company...... 1.6... 6.0.5 cece eee neers 
Northern*Alberta Railways Company oo 2. . 4c... Gare dating suet ae ps lela paageiiniens aes 


$ 2,651, 123.59 
125,000.00 


TheiRailroad: Credit Corporation x 54 sap wd Aes ee oe Sana pte es eee 5,555.86 
Railway Express Agency, Incorporated............ 260. e eee ce eee eee eee teens 164, 684.42 
Vancouver Hotel Company. Limited) ch.) ticks hee seo ety es aes ee keer ren ee Slade iad 


$ 2,954,495 .64 
$59, 794,603.17 
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FINANCING 
Year 1947 


Funpep Drrt—New Issuers 
2i% Canadian National Railway Company Guaranteed Bonds, due 


CEMEIT AE ee Adee nme i Worm Ry eer GE, Ske a Ua, fied Seek bee e h $50, 060, 000.00 
2% Equipment Trust Certificates, Series ‘‘R’’—1947, maturing serially 
Por OCR DOLMEEL OD father te Gates homie foo. 5 UE Cae Vor che oe 5, 600,000.00 $55,600, 000.00 
Funpep Drrt—Retirements 
Equipment Trusts—annual principal payments.....................00- $ 3, 149,000.00 
Miron secliti ties Tepa triste’ vagal re mah ws cen eed hale Shek pune bw 14, 235.66 3, 163, 235.66 
PNerenceniie Und CC 19EL ils sameeren Se a eel Pa cc uleenek $52,436, 764.34 
Dominion or Canapa Loans—New 
Loans for acquisition of Trans-Canada Air Lines Capital Stock........ $16, 643,022.71 
Loans to retire Atlantic and St. Lawrence Railroad Stock and various 
Securities repatriated at market value. 20. oh ee Oo ee is 41,487.29 $16,684, 510.00 


DomINION oF CanapA Loans—Repaid 
Loans repaid out of proceeds of 24% Canadian National Guaranteed 


Dondss dienanusry 2lUGi. ns ADO: cro. Lolth oa eR lens lee as $41, 932, 256.57 
Equipment Hire Purchase—annual principal payments................ 3,819,190 85 45,751,447.42 
PDaCrense IN Om ini@n Gr Gana a LlOAnsie. eters he sean Woke eho ea ce Pee, Bee $29, 066, 937.42 


PereaseMN Me AD Lalel Oly ual 047s An 00. ON tWee Ce Sach yack awit Gane oa ee a den Roane $23 , 369, 826.92 


The $50,000,000.00 22% Dominion Guaranteed Bonds, maturing January 2, 1967, were sold at a price of 
$9.68, representing an annual interest cost to the Company of 2.77%, and are callable on any interest payment 
date on or after January 2, 1964, at par, on sixty days’ prior notice. The proceeds were utilized to repay 
Government ioans to the extent of $41,932,256.57; to cover 1946 Capital Budget requirements to the amount 
of $6,710,766.14, and to recoup the Railway Company for subscriptions made to Trans-Canada Air Lines 
Capital Stock to the amount of $1,356,977.29. 

The issue of $5,600,000.00 2% Equipment Trust Certificates, Series ‘‘R’’-1947, dated December 1, 
1947, was made to provide for part payment of new equipment costing $7,549,995.00. The Certificates, 
which mature serially in 10 annual instalments, were sold at a price of 99.5625, representing an annual interest 
cost to the Company of 2.085%. 

The Company has called for redemption at par on February 1, 1948, $20,000.000.60 Canadian National 
Railway Company 3% Dominion Guaranteed Bonds due February 1, 1952, and on February 15, 1948, at 
par, $25,000,000.00 Canadian National Railway Company 3% Dominion Guaranteed Bonds due February 
15, 1953. 


Mr. JAcKMAN: I am interested in the footnotes about the financing.’ I 
wonder if Mr. Cooper could give us the date of call of the two issues in the last 
paragraph or footnote—$20,000,000 and $25,000,000. 

Mr. Cooper: The date on which they were called, or the payable date? 


Mr. JACKMAN: The date on which they will call for payment at a future 
date. 

Mr. Cooper: The $25,000,000 issue, which was callable for payment on 
February 15, 1948, required sixty days’ notice and the $20,000,000 issue called 
for payment on February 1, 1948, also required sixty days’ notice. 


Mr. JackMAN: At what time did you issue the $50,000,000 2-3/4 per cent 
bonds mentioned in the first paragraph of the footnote? 


Mr. Cooper: They were dated January 2, 1947. 

Mr. JACKMAN: 1947; over a year ago this financing was done? 
Mr. Cooper: Yes. 

Mr. JackMAN: Did you do any financing this year—in 1948? 
Mr. Cooper: Yes. — 

Mr. VauGHan: We had some equipment issues. 


Mr. Cooper: On March 15, 1948, we made an issue of $28,000,000 2-1/8 
per cent equipment trust notes, series “S”. 


Mr. JAckKMAN: What was your net cost on this? 
Mr. Coorrer: The net cost to the company was 2-30 per cent. 
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Mr. JACKMAN: Would you have liked to have issued this sometime prior 
to March 15, 1948? Why did you not issue them prior to March 15, 1948? 


Mr. VaucHan: The negotiations were completed by that date and the 
rate was arranged for that date. 


Mr. JAckMAN: It was arranged prior to that date. You were not delayed 
in issuing these bonds by any instructions or advice you had from government 
officers, were you? 

Mr. Vaucuan: No, sir. We naturally confer with the Bank of Canada and 
with the Finance Department at Ottawa with respect to these issues and we 
try to put them out at a time which is prudent, which will give us the money at 
the lowest cost. ‘ 

Mr. Jackman: As much as you do not ordinarily confer with the govern- 
ment on matters in connection with the operation of the railway why do you 
have to consult the government or the Bank of Canada in regard to this 
financing? Private companies do not do that. 


Mr. VaucHan: As I said, we wanted to get the money at the lowest 
possible rate and if we can borrow money from the government cheaper than 
outside we want to do it. 


Mr. Jackman: Except that sometimes the government has other irons 
in the fire--matters of financial policy which may be working against the 
interests of the railway. Did you borrow this $28,000,000 from the government? 


Mr. VaucHan: This was borrowed from the public. We called, I think, 
$50,000,000 last year, and we borrowed the money from the government. 


Mr. Jackman: If some private company were to do some refunding or 
financing of some equipment notes they would not discuss the matter with 
and take the advice of the government. Why did you go to them on a matter 
like this when we always have understood that the government does not inter- 
fere with your policy? 

Mr. VauGHAN: The advice of the Bank of Canada ought to be worth 
something to us. We study the trends and confer with them on the trends 
in order to be sure we are doing the right thing and going on the market 
at prudent times. 

Mr. JAckMAN: Do you not think you might have got a better rate had you 
gone to the market a few months earlier? : 


Mr. Vaucuan: No, sir, I do not think so. Anyway we could not have done 
that because the equipment was not delivered. 


Mr. JackMAN: You might have been able to fulfil all of the requirements 
of the equipment issue. : 

Mr. VaucHAN: I think too I should state that we were almost compelled to 
discuss these matters with the government because in some instances they 
carry government guarantees. 


Mr. Jackman: On that equipment you would not have had any worse rate 
than 2-1/8 per cent if you had not had a government guarantee. 


Mr. VauaHan: Equipments are considered good security. They do not 
have government guarantee as it happens. 


Mr. JAcKMAN: No. What was your particular reason for having to 
- consult with the government? 


Mr. VaucHAN: That reason falls short in that particular case, but I am 
referring to other cases, the general situations. It may be that the govern- 
ment had money available and they would prefer to let us have the money at 
a lower rate than we could borrow from outside. | 
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Mr. JAcKMAN: I understand that some months prior to this date of issue 
the market would have given you a more favourable rate. It has been suggested 
in. some quarters that if you had been entirely free you might have been able 
to get a better rate from the public market. 


Mr. VaucHAan: This rate we have got is a better rate than has been 
obtained by most United States companies on issues made at the same time. 

Mr. Jackman: It is a better rate than the American rate? 

Mr. VaucHAN: Yes. 

Mr. JAcKMAN: All right. 

The CHairmMan: Let us go on to page 22—“Major contingent liabilities” 
and “Companies comprising the Canadian National Railways System.” Are 
there any questions on that page? 


MAJOR CONTINGENT LIABILITIES 


TRANS-CANADA ArIR LINES: 


At 3lst December, 1947, Canadian National Railway Company had 
subscribed for $25,000,000 of the Capital Stock of the Air Lines of which 
$23,000,000 has been called and $22,600,000 has been paid in. 


NorTHERN ALBERTA RalLwAys ComMPaANny: 


At 31st December, 1947, Canadian National Railway Company had 
subscribed for $3,125,000 of the Capital Stock of the Railways Company of which 
$312,500 has been called and paid in. 


Tue Derrorr & ToLtepo SHorr Linge Rarwroap CoMPANY: 

Assumed by Grand Trunk Western Railroad Company as joint and several 
guarantor by indorsement of principal and interest of $3,000,000 First Mortgage 
4%—50 Year Gold Bonds due 1953. 


THE ToLepo TERMINAL RAILROAD COMPANY: 


Assumed by Grand. Trunk Western Railroad Company in respect of 
$5,800,000 First Mortgage 44%—50 Year Gold Bonds due 1957. The guarantee 
is as to interest only and is several and not joint. Grand Trunk Western’s 
proportion is 9-68%. 


Cuicaco & WESTERN INDIANA RAILROAD COMPANY: 


Assumed by Grand Trunk Western Railroad Company, pursuant to joint 
supplemental lease dated Ist July, 1902, between Grand Trunk Western Railway 
Company and four other proprietary companies. Obligation is for repayment 
of principal bonds at their maturity, and of interest as it falls due by way of 
annual rentals. The Grand Trunk Western’s obligation is for one-fifth of the 
bonds issued for ‘‘ecommon” property and the entire amount of bonds issued for 
its “exclusive” property. The bonds are Consolidated Mortgage 50 Year 4% 
bonds due 1952 and the amounts outstanding at 31st December, 1947, are:— 


TSEtleds SOrme COTE IIOD ORO OCEL Met fat tie saa ckeshe 3%. wise $ 39,973,019 39 
Tssueds for’ *exelusive’ -Oroperby ort ee ee 252,535 36 


Assumed ‘by Grand Trunk Western Railroad Company pursuant to joint 
supplemental lease dated Ist March,- 1936, between Grand Trunk Western 
Railroad Company and other proprietary companies. Obligation is to pay as 
rental sinking fund payments sufficient to retire bonds at maturity and interest 
as it falls due. The Grand Trunk Western’s proportion is one-fifth in the absence 
of default of any of four other tenant companies. The bonds are First and 
Refunding Mortgage 44% Series ‘“D” Sinking Fund Bonds due 1962 and the 


amount outstanding at 31st December, 1947, is $16,393,000. 
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C.N.R. Pension PLAN: 

Reserves have been set up against contracts in force under the 1935 con- 
tractual plan, but not against pensions conditionally accruing under that plan 
or prior non-contractual plans. 


COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM 


Company 
Number 


1 
2 


CAPITAL STOCKS OWNED BY DOMINION OF CANADA 


Ganadian National: Railway Company oe. Ses aeaslotn es ae ie oer 
The Canadian National Railways Securities Trust..................05 0000: 


CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC 


NAME or IssuING COMPANY 


Atlantic and St. Lawrence Railroad Company... 
The Bay of Quinte Railway Company.......... 
The Bessemer and Barry’s Bay Railway Com- 
DR D Ye ao eee sao ee ett eee oot 
The Canadign Express Company.............-.: 
Canadian National Electric Railways........... 
Canadian National Express Company........... 
Canadian National Land Settlement Association 
*Canadian National Railways (France)—francs 
BOS O00 OOO moi eee secs jay koe eerie elie on area 
*Canadian National Realties, Limited. . 
Canadian National Rolling Stock Limited. 
*Canadian National Steamship Company, Limited 
Canadian National Telegraph Company......... 
*Canadian National Transportation, Limited..... 
The Canadian Northern Alberta Railway Com- 
pany 
Canadian Northern Manitoba Railway Company 
The Canadian Northern Ontario Railway Com- 
ere h 8 eR eS DD ane AR UNO aL TGC CPA athe Nata 
Canadian Northern Pacific Railway Company. . 
The scien Northern Quebec Railway Com- 


pa 
The tears Northern Railway Company..... 
The Canadian Northern Railway Express Com- 
pays, Limited 42%. Sane SR eee 
Canadian Northern Steamships, Limited........ 
Canadian Northern System Terminals (Limited) 
Canadian Northern Western Railway Company. 
(antiar Oils: Limited.2b Senate aie et eee 
*The Centmont Corporations 2.2422 ee ee 
The Central Ontario. Railway.../. 2: .e.5.96 200. 
Central Vermont Railway, Inc........2......... 
Central Vermont Terminal, Inc.....4........... 
*Central Vermont Transit Corporation........... 
Central Vermont Transportation Company...... 
*Central Vermont Warehouse, Inc................ 
The Champlain and St. Lawrence Railroad 
COSTA DALI Vvcestai eh ten poets cael hs me re EG ee ea ca 
*Consolidated Land Corporation................. 
*The Dalhousie Navigation Company, Limited... 
Duluth, Rainy Lake & Winnipeg Railway 
Gompaniy sve ae ee ee ge eye ee 
Duluty, Winnipeg and Pacific Railroad Company. 
Duluth, Winnipeg and Pacific Railway Company. 
*Grand Trunk-Milwaukee Car Ferry Company... 
The Grand Trunk Pacific Branch Lines Company 


The Grand Trunk Pacific Development Company, 


PIG OR Sickie foots a. epi wane ak a ace Ae anion toes 
The Grand Trunk Pacific Railway Company.... 
The Grand Trunk Pacific Saskatchewan Railway 

(SOMDENY Saat ahh ek ae eat ere ates 


Owned by 


Company Capital Stock 


Number 


1 


$ 


Issued 


6, 302,340.00 
1,395,000 00 


125,000.00 
1, 768,800.00 
1, 750,000.00 
1,000,000.00 


1,893, 573.92 
40, 000.00 
50,000.00 
15,000.00 

500, 000 .00 
500.00 


3,000, 000.00 
250,000.00 


10,000, 000.00 
25, 000,000.00 


9,550, 000.00 
18,000, 000.00 


1,000, 000.90 
2,000, 000.00 
2,000,000 .00 
2,000, 000.00 
100.00 
176,400.00 
3,331, 000.00 
10, 000, 0CO.00 
5,000.00 
5,000.00 
200, 000.00 
5,000.00 


50, 000.00 
64,000.00 
50, 000.00 


2,000, 000.00 
100,000.00 
3, 100,000.00 
200, 000.00 
200, 000.00 


3,000, 000. 00 
24,940, 200.00 


26, 000.00 


$ 18,000,000 .00 


378,518, 135.02 


$396, 518, 135.02 


Owned by 
Public 


$ 47,440.00 


ca 


3,849, 200.00 
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COMPANIES COMPRISING THE CANADIAN NATIONAL RAILWAY SYSTEM—Cont. 
CAPITAL STOCKS OWNED BY SYSTEM OR PUBLIC—Cont. 


Company 
Number 


45 


46 


\Grand Trunk Western 


Name or Issurnc CoMpANy 


*Grand Trunk Pacific Terminal Elevator Com- 
DAIRY iC LIT CCCL) ee tee a ed cree eg eae ene 

Grand Trunk Western Railroad Company ) 
[LZOINTHOM) eee SORE METER 8 hee Sh se a 

Railroad Company 
WE LELCELOU Nb Uo mee as Mie dat ben nies bo aasaes ) 
The Great North Western Telegraph Company 

of Canada (Including $331,500.00 held in escrow) 
ae ee ae and South Western Railway Com- 

“Industr Wii Lanas OM pany. Pine ss es owes et 
International Bridge Company.................. 
The James Bay and Eastern Railway Company. 
The Lake Superior Terminals Company Limited. 
The Maganetawan River Railway Company. 
Manitoba Northern Railway Company.. ay AS 
The Marmora Railway and Mining Company.. 
The Minnesota and Manitoba Railroad Company. 
The Minnesota and Ontario Bridge Company..... 
Montreal and Province Line Railway Company... 

*Montreal and Southern Counties Railway Com- 

aed aR ae take OREN Whey Rea car ice an Sore Sea Parc ae ea 
The Montreal and Vermont Junction Railway 

Company 
*Montreal Fruit & Produce Terminal Company, 

RYN GCA eee ae oe ae SME aN Mees olan ores 

*The Montreal Stock Yards Company........... 

*The Montreal Warehousing Company........... 
Mount Royal Tunnel and Terminal Company, 

ETT COC ee ye ed rete oie ee Ne ahahe eleta 
Muskegon Railway and Navigation Company. . 

*National Terminals of Canada, Limited...... 

National ‘Transcontinental Railway ‘Branch 
Lanes ONO Virme Musee a ee oe he wtp wiley ahs 
*The Niagara, St. Catharines and Toronto Rail- 
Wor VERON DAD Mor gaits oe te eee & ck eee ete eek wishes 

*The Niagara, St. Catharines and Toronto Navi- 

gation Company (Limited).. we: 

*The Oshawa Railway Company. . sie TE apo 
The Ottawa Terminals Railway Company...... 
The Pembroke Southern Railway Company..... 
PringerGreor ee. Limite des costa cs eligi a> sa * > 

EPEince: EUDETU spb TUOO Secit sat es tae Mescae Soe 
The Quebec and Lake St. John Railway Company 
The Qu’Appelle, Long Lake and Saskatchewan 

Railroad and Steamboat Company 


’*Rail & River Goal’ Company (5605 eyes 


St. Boniface Western Land Company............ 
The St. Charles and Huron River Railway 
Company oye nce is tee Ces ee Satter ys 
St. Claita anne? Gompany, tease aye ots. oe oars 2s 
*The Thousand Islands Railway Company....... 
tUrans-Canada, Air bines ites edt haw theese 
The United States and Canada Rail Road 
Com Panyas Sewanee eer ah ae See 
Vermont and Province Line Railroad Company. 
The Winnipeg Land Company Limited 


Owned by 
Company 
Number 


Capital Stock 


Tssued 


501, 000.00 


20, 000, 000.00 
25, 000, 000.00 


373, 625.00 


1,000, 000.00 


1,000.00 


1,500, 000.00 


125,000.00 
500, 000.00 
30, 000.00 
500, 000.00 
128, 600.00 
400, 000.00 
100, 000.00 


1,000, 000.00 


500, 000. 00 
197,300.00 
500.00 


306, 000.00 
236, 600.00 


5,000, 000.00 


161, 293.00 
2,500.00 


500.00 
925, 000.00 


100, 000.60 
40, 000.00 
250, 000.00 
107, 800.00 
10,000.00 
10, 000.00 


4,508, 300.00 


201,000.00 


2,000, 000.00 


250, 000.00 


1,000.00 
760, C€00.00 
60,000.00 


22, 600, 000.00 


219, 400.00 
200, 000.00 
100, 000.00 


Owned by 


Public 


6,825.00 


165, 600.09 


12,240.00 


489, 160.00 


475.00 


$224,976,731.92 $ 4,570,940.00 


The Income Accounts of Companies indicated (*) are included in the System Income Account as 
‘‘Separately Operated Properties.” 
} Treated as an Affiliated Company. 
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Mr. Moore: I would lke to ask one question. The member for Skeena 
asked me to find out if it would not be possible for the Canadian National 
Railways to make use of their dry-dock at Prince Rupert for the repairing of 
Canadian National ships. I understand it has not been used for the last year 
or so. 


Mr. Vaucuan: The overhauling of our boats has been given to Vancouver 
and Victoria firms in the last two years because as a matter of fact we have 
only had one vessel and we could not afford to have her out of commission 
for very long and we found we could get the work done much quicker at one 
of the Vancouver or Victoria concerns than by sending the boat to Prince Rupert. 
What we will do in the future I cannot say; it depends upon conditions. We are 
still operating the shipyard and dry-dock at Prince Rupert. We are doing 
considerable repair work for outsiders—small work for fishing boats. 


Mr. JAcKMAN: I notice there are still seven companies that the system 
owns almost completely, but there is still a small share-holding interest by the 
public. Does any one of these seven companies pay dividends? They are 
all set out on pages 22 and 23. 


Mr. VaucHan: We have been working on a number of these, but I am 
sorry to say we have not made very much progress. There are a lot of legal 
questions involved in connection with them and while we consider some of the 
stocks have no value at all the holders of them and ourselves cannot agree. 


Mr. JAckMan: Do you pay dividends on any of them? 
Mr. Vaucuan: No. 


Mr. JAcKMaNn: Not even on the Canadian Northern Quebec Railway, of 
which there is $3,849,000 par value owned by the public? 


Mr. VaucHAN: No. We do not pay any outside dividends. We own by 
far the larger amount of the stock in all those cases and we are making an 
effort to get in the stock of those companies where there is a minority interest. 


Mr. JAcKMAN: Take that particular case I mention. For what reason are 
the minority stockholders who have about one-third of that stock holding 
onto it? Why do you not buy it in at what it is worth and if it is not worth 
anything why do you not negotiate with them? 

Mr. VAucHaAN: Are you talking of the Canadian Northern Quebec Railway? 

Mr. JAckmAN: It is the largest item of that group. 


Mr. VAuGHAN: We do not think the stock is worth anything. Some of it is 
held, I think, by the provincial government and they would like us to pay 
them something for the stock and we do not think it is worth anything and 
we are still carrying on our negotiations with them. 


Mr. JAcKMAN: In that particular case do they attempt to interfere with 
the management or do they insist on representation? 


Mr. VAuGHAN: We never hear from them at all. 


Mr. JAcKMAN: But you are still actively endeavouring to get rid of those 
accounts? 


Mr. VAUGHAN: Yes, we are. 
Mr. Jackman: All right. 


The CHamrMAN: Is there anything on page 23? What about page 24? 
“Railway equipment.” Somebody may have some questions to ask on that. 


AG 


a 


ae ar aeatas SP Wig eshte GN Ry oa a ES 
ir Nes ae erhca raf 
RAILWAYS AND SHIPPING 113 
RAILWAY EQUIPMENT 
ays Retire- Conversions 
Dec. Nes ments during year Dec. 
31, 1946 caee during 31, 1947 
year Added Retired 
LocoMOTIVES: 
Passenger—Freight................. ERGOT Rt re Ok: yp A abe 8 1,935 
ebay Sho £eAc 1-2 ot Ug ek ae ae ak tee Ne a ae 522 Oe ASR ea, 220 oe eae Pe ai 2 tps 536 
TUNE OUL Moat ites es Oe. Rye AE Cal ns Piel, yaiS barbs ce te Pi ie hae OSA AB Bak PC igh Ey 24 
Dieser Mleetrie ota oo eee 50 OB Retoteeiy ona. e Meas ike, 2 et Ca Rae Me 75 
PO UE ek Gt deal Sere ee oe 2,503 31 24 8 8 2,570 
FREIGHT EQUIPMENT 
pecapel Oo) ORR Stic at Wey mane! er gan 70, 692 954 G00" foe. cts 310 70,706 
1 at ELH se Spices ig 0 ge a Pa DIRS IE te oe ot Bi tas tas ane 88 5,194 
NNEC Cy AN See, ce hte os See ae nea P. oe, 20S Lancia ae BD, ety och se te eae 3,007 
onal Gas pra ee ee, 18, 562 250 Sg) ae Ae gE 24 15,691 
Pan Rear: Meee: Pie a ge | 5 eri oe eet | gn og ee ag 1 140 
Heiriverator Cars.2% sie ee ee 3,198 299 Ne bk od tbo aed natee rae at 2 3,475 
AN OUSE OAL e ter ik, Pos ee Te Bla doer ae 23 v2 ab is Dey Se 1,614 
Other Cars in Freight Service...... Data Aiea soc 5 Oe RY onic ates 
PEOLAIAS ARR NT eta Ra 99, 557 1,503 829 OL 423 99, 835 
PASSENGER EQUIPMENT: 
GOAGIT ATS rh ae leek ieee 9. yn oe a 2 1,145 2 Bo fckacerte ae 24 1,085 
Combination Cars, fii r2 2 Se. ZUG Ree EAL. 5 js eer kk gia 274 
ADTRAN A CAPSS Pies...) tne). eee teal tT AOE ial cae js ey ares Me 1 85 
(Colomst Gars.n veers edo koh oe hol at apiece tener bed DFS LE gee ey ek ot 19 169 
anon ear ge 1 eek ote. ae te soe: a og, nee Rh en Earns ss Re ere il mc 61 
REO AT See stra ee eR he pian ae ee calagiihs Sako ORD «tA bariea grate 1 Ff 
Sicopiite: Gla rsid oy) SL eee ge | DOS Oe ce. ter a Te RSE oP cece Ni a ae 297 
PEOUETIC ANG. io ere eee. oS BF PasR POOL NOR See tel rc Meet ct RC Se UN bee Oe Tecra 47 
Baggage and Express Cars.......... 1 OOO Leer ea: Ee pa MRRP 5 AES Tee 1,036 
Besta ara Sasa oe eee ie te AG Aig mete cil Meare man ane nts Luis ge to) ea | Renna ae Oy 49 
RIE GATS: oo ee ie etme aap are BY jee ee, eae SEEN e i akias tor svete bane Re 35 
Other Cars in Passenger Service Dee Pum ete hha, ieee sa, Ceara. 5 53 
POULT erate eee es Selo 2 71 24 50 3,218 
Work EQUIPMENT: 
Wars in: Work Service... -. 026... 7,462 19 317 423 1 7,586 
FLOATING EQUIPMENT: 
ROAT A GESIOSS Soe. Se Se Seat ule, Rie eee Patt oats Lanta oe gis A ih = oP eet Aes ees 8 
PSST es Oe MCeY ner catre tna ee ES EAB SG NO tees Oe NE SE RONAN SE len ehs eS 5 
SUB anr tenet tX8 9s 207e 5 eee | cure Ze vol eS Ae ee APE BRA ORS, DER gi Para Silt LEST Op nt “6 3 4 
WOR Rotten ies tik 2c Oe eer an | me CRN Re Raat (Mie tea hepa cya Ae At 8 |e a Aree ees . 


Mr. NicHoxtson: I notice that there have been 25 diesel electric locomotives 
added during the year. How many are on order now? Where are these 25, 
are they eastern or western? 

Mr. Wauton: They are in various locations. The last lot that we got of 
20 were distributed, roughly, 12 to the central region and 4 to the Atlantic 
region, and 4 to the western region. There are 20 diesel switchers and 2 road 
diesels on order for Canada and eleven for U.S. lines. 

Mr. JAcKMAN: How many of these’ locomotives 
locomotives? 

Mr. VaucHaNn: We have no steam locomotives on order. 

Mr. Jackman: Are steam locomotives then passing out of the picture 
entirely? 

Mr. VAucHAN: Except on certain coal roads. I think last year 1,000 loco- 
motives were ordered by the railways in the United States and of them not 
more than 50 were steam locomotives. 

Mr. Jackman: And that situation would be the same in Canada? 


on order are steam 
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Mr. VaucHAN: I would not say that. We have not got ihe same concen- 
trated runs as they have over there; but the diesel switchers we have put into 
service show a decided economy. 

Mr, Jackman: I noticed in a clipping that out of 1,226 locomotives only 
30 were steam. 


Mr. Vaucuan: I think a few have been ordered by the different coal roads. 
Mr. JAckMAN: How many places manufacture diesel locomotives in Canada? 


Mr. VaucHan: The Montreal Locomotive Works are now making diesel 
switchers; and the Canadian Locomotive Company at Kingston, Ontario, are 
making small diesels. But the larger diesel road engines are not made in 
Canada. 


Mr. JAcKMAN: Is there ate so very complicated about making a diesel — 


or does it require mass production. 

Mr. Vaucuan: There is not sufficient demand for these large diesel road 
engines in Canada to enable them to be constructed economically. That is 
the answer. 

Mr. Watton: Might I correct my answer of a moment ago. In referring 
to locomotives on order I overlooked, apparently, 18 on order for Prince Edward 
Island, which are starting to come forward now. Mr. MeLure would not like 
me to leave those out. 

Mr. Jackman: In the past did we usually get our locomotives made m 
Canada, the steam locomotives. 

Mr. Vaucuan: Steam locomotives have \been aoe in Canada for many 
many years back by the two companies. We always bought our steam loco- 
motives from Canadian companies. 

Mr. JAcKMAN: It would look then as if Canada would not get the business, 
if they are not making diesel ]ocomotives at a reasonable cost. 

Mr. VaucHan: Some of the companies in the United States now, the large 
locomotive builders, are looking into the situation with respect to Canada with 
a view to determining whether or not they could make diesel locomotives in 
Canada. That study is under way now. It may be that some of the companies 
which are making switching locomotives may go into the business of making 
road locomotives. 

Mr. JACKMAN: Is one of the locomotive works owned by ae system? 

Mr. Vaucuan: Oh, no. The Montreal Locomotive Works is owned by an 
American company, and the Canadian Locomotive Company at Kingston -is 
an independent company. 

Mr. Watton: The Prince Edward Island locomotives are being made at 
Kingston. 

Mr. NicHotson: How many small units have you that operate on the 
branch lines, and where do they appear, on what page? 


Mr. Vaucuan: They are not separated as to tractive efforts. 
Mr. Watton: They are shown in this statement on page 24. 
Mr. NicHoitson: On page 24? 


Mr. Watron: Yes, about 7 or 8 lines from the bottom, under the line 
entitled “unit cars...37.” That is at December 31, 1946; and 35 at the end 
of 1947. * 

Mr. NicHouson: I was referring to these we cars. Have they not been 
satisfactory ? 


Mr. Watton: One difficulty is to find a run that fay can handle. Frequently 
they can handle passengers, but the express or mail gets beyond their capacity. 


RAILWAYS AND SHIPPING | 115 


_ The difficulty is to find a run where the traffic, from all sources, is not so heavy 

z a it renders it necessary to substitute a steam train so often that the economy 
is lost. 

Mr. NicHotson: So they have not answered your problem as to bus competi- 
tion on branch lines? 

Mr. Wauron: In some places, yes. 

Mr. Emmerson: Is anything being done about the gas-turbine-electrics? 

Mr. VAucHAN: Not by us; but our department of research and development 
in co-operation with our mechanical department is following very closely the 
experiments being made in the United States on these turbo-electrics, gas 
turbines. One or two, yes, several of the railroads there have combined jointly 
and are paying the cost of developing these gas turbines. Another one has 
ordered one on its own account, I think, the Santa Fe; and our people are 
following them very closely. Some of our people think there is an opportunity 
for a decided economy in the use of gas turbines; but that remains to be seen. 

Mr. Emmerson: And you could use a different kind of fuel? 

Mr. VAuGHAN: Yes, we could use different kinds of fuel. 

The CHarrMANn: Is there anything else? 

Mr. Emmerson: I was going to ask Mr. Walton with respect to passenger 
and freight locomotives retirements during the year, 24 engines, whether he 
-could give us an idea of what type of engine was retired; is that the small 
engine or the large engine? 

Mr. Watton: The greater number are the small obsolete types usually 
‘built in 1900 to 1905, but there might be the odd larger engine which was so 
badly damaged that it had to be retired. But most of them are small old 
locomotives. 

The CHairMAN: Is there anything more there, gentlemen, or shall we turn 
to the next page? ) , 

Mr. JACKMAN: What is being done to combat the smoke nuisance which 
has arisen in Toronto and in some other communities? 

Mr. VaAuGHAN: We are co-operating with the municipalities in that con- 

~ nection. We have a combustion engineer who is keeping closely in touch with 
the situation and we are trying to improve the situation wherever we can. 
The diesel locomotives are improving it to some extent, but wherever you 
have big yards using steam locomotives, it is very difficult to get away from 
the smoke. 

Mr. Jackman: Is it because of the cost that you cannot adopt diesel 
locomotives: to bring the trains into the cities and do all the switchings? 

o Mr. VaucHan: That is one reason, and we have a great many steam 
switchers which have a large life yet and we would not care to discard them. 
But I think in the process of time diesel will be used for switching purposes 
entirely. 

Mr. Jackman: What authority have municipalities got to insist upon 
your doing away with the old steam types?: 

Mr. VauGHAN: Some of them have put ordinances into effect. 

Mr. Wauron: The whole thing has to be handled by the Board of Transport 
Commissioners. 

Mr. JAcCKMAN: We have an awful smoke nuisance in Toronto and a lot of 
it comes from the railroads. 

Mr. VaucHan: The city and ourselves have been co-operating with the 

- board as to the type of order that should be issued in connection with the 
smoke issue. 
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Mr. Bonnier: You have never made a decision to have a station in 
St. fae 
_ VaugHAN: We have some diesels operating around there. 


K Bonnier: There are about 150,000 people there without any station 
at all and the trains go right through without stopping. 


Mr. VaucHan: I know what you are referring to and that has been up on 
many occasions. Do you know the present position there, Mr. Walton? 


Mr. Wauron: You probably mean in the vicinity of where the electric_ 
engines come off and where the steam engines go on. 


Mr. Bonnier: Where you change engines; you could have a station right 
beside the church there; because there is a vacant lot which used to be a 
yard for freight and now you do not use it for that purpose, so you already 
have the ground there in the right place to have the station. 


Mr. Vauauan: There was quite a difference of opinion as to where that 
station should be located, if one were to be constructed, and the people, I think 
in Verdun and in St. Henri had some different views as to where the station 
should go. 


Mr. Bonnier: Well, you cannot get into Verdun because you have no line 
there, so you must take St. Henri; and you can stop before you cross Notre 
Dame street, where you do stop, ‘and you could take that old station from 
St. Henri and bring it aver there. 


Mr. VaucHAN: Well, some day we may do something, but that is not a 
promise. We are looking into it very carefully and it has been up two or three 
times lately. 


Mr. Bonnier: Because your trains pass 150,000 people, and they are without 
any station, they have got to go all the way to the other end of the city to the 
main station. The result is that those people travel via the Canadian Pacific 
and they do go via the Canadian Pacific railway all the time, and because of that 
they go to Westmount and take the train there. Lots of people do the same 
thing because your trains pass right through without stopping and _ therefore 
cannot take on any passengers. 

Mr. VaueHAN: It has been said that Verdun is the only city in the North 
American continent with 75,000 people without a railway station or a pub. 


Mr. Bonnier: But at St. Henri you have 85,000 pecple who have no station 
at all. 


Mr. VauGcuan: It is not so long ago since we appointed some of our officers 
to make a study of that situation but I have not seen their report yet. No doubt 
it will be out at an early date. 


Mr. Murcu: Take the separate operating costs of the unit type of cars. 
Is there any record kept of the operating costs? 
Mr. VAUGHAN: Oh yes, I think so. 


Mr. Waurton: Yes, and they are reasonably low, as a matter of fact. Although 
I have not got the figures with me. 


Mr. Mutcn: Is there any possibility there, on account of the fact that their 
operating cost is low, of any increase in their post office or mail carrier use? 

Mr. Watton: In answer to a question put by Mr. Nicholson some time ago, 
when he asked me about the unit cars, I said that they performed satisfactorily 
but that our difficulty in many cases was to find a run where conditions permitted 
their use. You see, there is a limit to what they can haul. On many runs, with 
mail express and passengers, when those are considered, there is too much for one 
of those cars, and if we have to substitute a steam service for them very often 
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and leave them idle, then your economy disappears very quickly, and that 
is our main difficulty. But on runs on which they can handle the volume, they 
do a very good job. 
Mr. Moutcu: Your fast freight on short lines is too heavy for them? 
Mr. Watton: Oh yes. We have a few of them which handle two cars behind 
the unit car, Others handle one car satisfactorily, but when you get beyond 
that on a grade, then they cannot make the time. 
Mr. Moutcu: Their main value [ take it would be on suburban lines. 
Mr. Watton: On what we would call light branch lines they do very well. 
Mr. JAckKMAN: When you say that you are co-operating with the city of 
Toronto authorities on the smoke problem just what are you doing in the year 
1948 to help to eliminate some of that smoke? 
Mr. VauguHan: How many more diesels have we put in? 
Mr. Watton: We added 4 diesels at Toronto, and in addition to that, 
we are trying out a jet arrangement in the fire box which is some help in dissi- 
pating the smoke, and we will add more of them, if they come up to expectation. 
And we have also put on a man at two or three of the larger points to instruct 
especially the men who work in the yards and handle the engines in the cities 
as to the very best method of firing in order to reduce the smoke niusance. 

Mr. Moore: Do you ever have trouble with diesels smoking? 

Mr. VAuGHAN: The trouble with the diesels is that they are noisy. If we 
do not get the smoke we get the noise. 

The CHAIRMAN: What about page 27, “statistics of rail-line operations”? 

Mr. Hazen: May I ask a question which I probably should have asked this 
morning. I do not know if Mr. Vaughan could answer the question now, but 
perhaps, if not, an answer could be furnished afterwards, This is the question: 
Has there been an additional operating cost or has there been an operating saving 
over your line to Portland since the reduction in freight rates to that United 
States port became effective? 

Mr. VAuGcHAN: We can get that for you. 

Mr. Hazen: What does this additional operating cost or saving, if there was 
one, amount to’in dollars and cents? 

Mr. VaucHan: The amount either way was so very small it was not a factor 
at all in going after this business which was going to New York. 

Mr. Hazen: But you will get us the figures? 

Mr. Vaucuan: Yes, we can get you the gross revenue and expenses for 
specific purposes in both cases. We will be glad to give you that. 

The CuarrMAN: Is there anything on page 27, “statistics of rail-line 
operations’’? 
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STATISTICS OF RAIL-LINE OPERATIONS 
1947 1946 
TrRaArIn-MILEs: 
Freight Service: 2 Sialic an tee sap arn aed Cain ire a sees ene 44,027,737 41,817,432 
Passenger: Service: 3% ie oes eeety Set ee ae ne dae geal hea eas as eee 23, 346, 277 23,581,125 
"Potala ome sea wae kN Re 2h cS lp Rea kT ca ae cake epee ee 67,374,014 65,398, 557 
Work Servi6s 0 sc ee ee San dist ca eae ad ie Rohan et ine vies 1,804, 867 1,583,828 - 
fd ek: | DAC aee eI OER ce ape ee OE I PEI aia aun ye A Se eal CE 69,178,881 66,982,385 
Locomottve-MizEs: 
Preight Service (yesh reek ie are eS Re ae Ge rae en 46,793,909 44,374,635 
Passenger Service. i xeis oi tis poe ae kd LO a oe eet 23,318,818 23 , 880, 822 
Train SwitChing- Ee reign b. sc.),c2 03s cue: eenhan th Bees aR onte nent at ean see ae 4,092,796 3,797,979 
= Passenger. 75 /gike nce es Oe aly oe Ree ee ee eee ae 138, 844 118, 597 
Ward Switching —-Mreigh ts feiss eal ae. ae eee Ce eee 16, 662, 192 15,339, 794 
=! Prssenvert’. 22. Ceo w wen pee ate samt at ack eeteee omer 1, 625, 954 1,647,359 
PRT sik Sens sae ns adie ae eg uaa hs Rah aaah ae ReENE POO cont bE Re a 92, 632,513 88,659, 186 
Work Sex vile sacl PAW iataccanle 2 w RUSE Sua rani EEL a tke RR Te 2,458, 541 2,154, 186 
OE) oc st eo ON OLS, MESS ORE ne EE A oe ' 95,091,054 90, 813, 372 
Car-Mitres—FREIGHT SERVICE: pr 
Loaded Wreight) Cars. 8. iste) Sige ue 1 Re Ba ee ne ee 1,214,440,166 1,140, 162,216 
Briptyclreight Carat ci ccico a wake oe cee ean gee ne ane cee ers 510, 831, 225 477, 233, 755 
Passenger Coach and Combination Cars................ cc eeeeeeeee 6,097,450 6, 605, 024 
Sleeping, Parlor and. Observation Cars 2... 22. 2.6. base ease ence es 317,779 308, 517 
Dio CBT a ee aa el Cae ov bogie Een era e ap SO reer aE enn gee ta 17,308 20, 328 
Wther Cars fot Foe ke ek eed ee a ee ee 6,583, 280 6,851, 524 
TATIONS OL SARS oa SPR Ee ora ea i SRE a me 43,365, 340 41,314,017 
AD Oba bes is cag Riis FST, HE aaa inc et cea ica ee EI ee 1,781,652,548  1,672,495,381 
Car-Mires—PAssENGER SERVICE: 
TiOR0CU. Preis ht Cars oie a Sete Beate cutie a ee oy eee ta ana ae tate 326, 345 213,046 
Paipiy Cree. Cars or oN cGy cea Oe le howe oe eae ac eI ete 55, 634 29,557 
Passenger:Coach. and ‘Combmation Carat. i205 0. aaa ele tae 62, 266, 663 67, 830, 334 
Sleeping, Parlor and Observation Cars) 2. ec cae Ba De wee ines acs 50,052,285 54, 245, 384 
Vyenari Coorg hie. oe live Se > 5 Sasa Re ders ete oie ec a oie er ee 8,401,777 9,189,041 
(OF any a ee) PR all Ces ed CO a Mews, uno oRe Swe cee eRe da, fr ame, eS 72,011, 184 70,863,420 
MES GOL ULNLG CORES: ba Rane lik bdta ae edad ee Oo eee ate Sie cei eat ee 791, 663 890, 569 
ATW Or aa |= amet ae Meee A NT aRaMe eae es. gars atsyeemen dg are Mu © Shel SoC So 612,939 1, 147, 231 
PO BAD ee Tae Pale Rar rok obey hrs Teepe ee ae ee eg ec 194,518,490 204, 408, 582 
Ciarentiles— Total 0 6 inh re eG ae aE ie Dee ee 1,976,171,038 1,876,903, 963 
Work Services. ors jc iiescn ee Me eal PASE i aE ee Laan ee atts 4,366,715 4,598, 630 
Portal ec htilce < Sear eteacens Wau nade ieee fies ares ee ee ale 1,980,537,753 1,881,502,593 
AVERAGE MiiEaGE or ROAD OPERATED... 00500) cede vais ee bon daw mens 23, 402-08 23, 437-12 
FREIGHT TRAFFIC: 
Tons carried— Revenue ireigh Sc. ot ete oe re ie ete ede 86, 221,279 78,950,008 
Tons carried one mile—Revenue freight..............0.0 00 c cee eueee 32,945,415,090 30,811,920,078 
Breipise rey ere: iis Le een Dao eo eg era eck Ot eg res ieieg e $342, 582, 003 $300, 313,199 
Revenue per: tn.) ea ay Sees ie A oe ea ee coe Ge eared $3 -97329 $3 - 80384 
evento per fon: MINE gs se.) Pea tem ee ets Or a ae nt oe enc fears $0-01040 $0-00975 
Niles per revenue CONT 2. ee ato eae Rel ee Pt te ae ae 382-10 390-27 
Ton-miles—Revenue freight per mile of road............ 2.0.0. u eee 1,407,799 1,314, 663 
Ton-miles—All freight per mile of road... 0x. .0. 0... ccc cece ee eee J Brie od 1,425, 942 
Gross ton-miles of cars, contents and cabooses...............-0.00ee 76,607,077,276 71,654, 047,848 
Net ton-miles of freight (Revenue and non-revenue)................- 35, 880,383,954 33,419,975, 710 
rain-hours.infreightiroad service. (2 15-5 sien 4b aes a eins Bene ek ae 2,918,906 2,723,640 
PASSENGER TRAFFIC: 
PASSONE Ors CATTIC pai secede Seas Thetis ae ake ae neue ee ea 21,226,889 22,320,490 
Passengers’ carried one. mile 70. oe aa oe ce en ee Ce 1,844,649,873  2,289,022,387 
Passenger reyentie..) 02 82). ay ee en eee Gt eee eee rc $43,017,690 $50, 128, 223 
Reverie per Passengers eos eee cee eh eee ee ND es ena $2 -02657 $2 - 24584 
Milés per revenue passénger air. oui fae eon BOs ee ee ee tee ne 86-90 102-55 
Revenue per passencer mies. <) ) ae oe tomes ae oe eee AL $0- 02332 $0-02190 
Passenter-miles*per mileof oad 2.wil ete Oe es en ee 78,824 97 , 667 
Net Rampway OPeratiInG INCOME: 
GrosaRevenue:-per mile of rogaine 2) se Pel oe, oe ee ee $18, 724-74 $17,091.95 
Gross Railway operating charges per mile of road.................. $17, 711-56 $15-745-41 
Net Railway operating income per mile of road..................00. $1,013-18 $1, 346-54 
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The CuairMAN: Is there anything on page 28, “operated mileage, 31st 
December, 1947.” 


Mr. NicHotson: Before you leave page 27, I wonder if we could have 
the information on the revenue per ton mile on eastern and western lines and 
also for 1989 as compared to 1947? Could we have that information brought 
down, I wonder, under freight traffic? 


Mr. Cooper: We can get it for you; but it will take us a day or two. 


Mr. NicHouson: The revenue per ton, and per ton mile, 1939 as compared 
to 1947 and also a breakdown for the western region versus the eastern and 
the central. 


Mr. VauGHan: We will file it with you. 

The CHAIRMAN: Operated mileage? 

Mr. JAcCKMAN: On this subject of revenue per ton mile, it is .01 cent. 

Mr. Coorrr: One cent. 

Mr. VAUGHAN: One cent per ton mile. 

Mr. JAckMAN: That 1s your revenue per ton mile. Now, in the Canadian 
Pacific report, if I recall it correctly, it gave out the figure—I cannot put my 
hand on it at the moment. 

Mr, CooprEr: On the Canadian Pacific it was .95 of 1 cent. 

Mr. NicHoutson: The same as yours for 1946? 


Mr. Coorer: In 1946 theirs was .93 cent, and .95 cent in 1947, while ours 
was 9.75 mills in 1946, and 1 cent in 1947. 

Mr. JACKMAN: You are a wee bit better than the Canadian Pacific. 

Mr. Cooper: That is due to the class of traffic carried; they carried more 
agricultural and less manufactured products than we did. 

Mr. Jackman: And on the passenger miles, they are 2:4 cents while you 
are 2°3 cents. 

The CuHatrMAN: Is there anything more on page 27? Now, page 28, 
operated mileage. 


OPERATED MILEAGE, 3lst DECEMBER, 1947 


~- Operated Road Mileage 


Territory Owned Leased Trackage Total 
PA MaTbIC HYRCCIONS | 2 rs sctwitis os wes cae tone ores 2,985-78 6:41 82-95 3,075+14 
EOL Tele RC CION 1 sha presi ices at ease nostehet of <pal ne 7,093:85 348-05 27-86 7,469-76 
WY cabana Heol 24 090 steed tee cali = 070.040 be 11,415-08 34°84 84°35 11,534-27 
Grand Trunk Western Lines ........... 903-19 9-50 59-75 972-44 
Gentrab Vermont Limes. 1.3... susie sla 237 °92° 125-18 08:73 421-83 

Total First Main Track ..........4 22,635-82 523-98 313-64  23,473-44 
meg thi Oanada, | 6s Sewers ae ie oe 21,279-28 216-97 190-77 21,687 -02 


Weg any La NILE ML UALER fate ao start seen en 1,356: 54 307-01 122-87 1,786-42 


Operated Mileage all Tracks : 
Herat, Main Urack ends eee as Ania ge 22,635 -82 523-98 313-64 23,473-44 


Second: inn CL Pack ww Saeee e te Snes 1,221-34 9-34 85-42 1,316-10 
hiram Tricks A. fipeen abn cee sie 26°65 yak 3:49 30-14 
Fourth and Other Main Tracks ........ 10-78 sae 5-09 15-87 
Spurs, Sidings and Yard Tracks ....... 5,938-60 172:71 1,206-62 7,317-93 

"Pota wAIEo Pracksis ection sce he 29,833-19 706-03 1,614-26 32,153-48 


Mr. Moorr: The member for Skeena again asked me to ask a question. 
He tells me that the United States has passed what is known as the Jones 
Shipping Act, and freight arising in the United States can be shipped to Prince 


Rupert at the same price that it goes to Seattle, but because of this Act freight 


Ba 
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originating in the United States must go to an American port. Now, could any . 
arrangement be reached whereby the Canadian railroads could get some of this © 


business coming to Prince Rupert? 


Mr. Vaucuan: That Jones Act has been in effect for a great many years 
and the matter is up now in Washington. The Governor of Alaska has taken 
it up and has made representations to Washington, that the Jones Act should be 
suspended so far as the movement of United States traffic through Prince Rupert 
to Alaska is concerned, and the matter is actually up at the present time. We 
had one of our men, Mr. Fairweather, down there last week in Washington giving 
some evidence on it. 


Mr. Nicuotson: According to the information I was given this morning, 
the Canadian National operates 21,735 today compared to 17,034-1 Canadian 
Pacific, and I inquired yesterday about the revenue from mail and I find that the 
Canadian National with 56-1 per cent of the miles, gets 47-8 per cent of the 
Dominion Government postal revenue while the Canadian Pacific with 43-9 
per cent of the miles gets 52 per cent of the revenue. Can the president tell us 
anything about that? 

Mr. VauaHan: I said something about it yesterday, that we are constantly 
making representations to the post office department to get a larger share of the 
mails. : 

Mr. NicHoitson: It seems to me that this matter has been up year after year. 


Mr. VaucHuan: Yes, but we are making some progress. 


Mr. Nicuotson: Can we have additional information over the last ten years — 


as to whether you are getting a larger or a worse percentage? 
Mr. VaucHAN: We could give you our mail earnings for the last ten years. 
Mr. Mutcru: They are up about $400,000. 
Mr. Nrcuoison: But the Canadian Pacific is up as well. 


“3 


ve 


Rem et a 


The CuairMAN: Is there anything more there, or shall we go on and take 4 


page 31? Is there anything on page 31? 
DISBURSEMENT OF TOTAL OPERATING REVENUES AND EXPENSES 


Operating revenues were Operating expenses were 
disbursed :— disbursed :— 

1947—% 1946—% 1947—% 1946—% 
TIADOUT foes Cie kee ee Rote ks wea ewe 54-55 55°10 60-20 61-79 
Fatale Wick te ee be ape boing weatentnce baie aeeoale caer 122% 9°65 12-36 10-82 
Other Expenses ......-.ee esses sence eens 24-87 24°43 27°44 27°39 
Total Operating Expenses ......... 90:63 89-18 100-00 100-00 

Available for Taxes and Other Accounts 9:37 10°82 

CISL ae re eae ae ca ie Nes erste eo eat ae 100-00 100-00 100-00 100-00 
Maintenance of Way Accounts ......... 17-17 16:76 18-95 18-80 
Maintenance of: Equipment Accounts .. 18-20 18°41 20:09 20-64 
Pratiies A CCOUNLS fens Chutes a en 1-76 i= 77. 1-94 1-99 
Transportation Accounts... .. 6.2.8. 566.2% 48-02 46:27 52-99 51-88 
Miscellancous Accounts ©... 35 3.1 vac es -98 1-18 1:07 1-32 
(ener a ACCOUNTS dave Se + die aa bee ou Pine Law 4°50 4-79 4-96 Nike 7! 


Total Operating Expenses ........... 90:63 89-18 100-00 100-00 
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* Average Number 


of Employees *Total Payroll 


tte ale ae ge 78,129 $122,354,101 
ae VR BIS on Ee 82,831 132,584,063 
Sine Che aye WAC 89,536 153,654,368 
1 RE Oe 94,592 177,042,773 
Si. ta aes rer 101,126 195,555,045 
SR PR ee ialna ciate xe 102,764 222,649,839 
be OE Or CRE aes 105,624 220,507,637 
NE eae! 105,353 237,335,781 
Peete thg e's sates she 108,440 258,337,684 


*Includes railway, express and telegraph employees. 


EMPLOYEES AND THEIR COMPENSATION 


kd 


% Inc. over Previous Year 


Employees 


Payroll 


8-36 
15-89 
15°22 
10-46 
13-86 


7°63 
8-85 


Excludes hotel and subsidiary 


¥ company employees. 
ji 
REVENUE TONNAGE BY COMMODITIES 
Year Year 
1947 1946 
4 Tons Tons 
AGRICULTURAL PRODUCTS: 
d OAL TA MS Oe ARE cls Pace Mee: 5,682,704 5,630,365 
4 COLIREN Mone CR rion tee a er eee ae SO rabies o tte eas 571,085 442,398 
CS EF gO RN ae yw manag ae a iin as a She NE 1,472,167 1,724,535 
as Sy Le eee IA Mere wees OG les See ee Aa ween ew Aletta Wis 1,185,407 1,141,953 
F CAs Seki era tel a Ci ce Temas Sen sae het ela ee « 220,853 76,929 
3 PAM GOE US i Lies <5 See oe 3 bi ety on ialor eye 1223072 104,275 
; Other Grain (including dried peas, beans, 
i BOY da DEAIIS) MMOL eis aera a maa ES Site? is 159,306 166,668 
: UD Theis Cale Bilan lp Baraat. ns ei ald eS ES Pa ¥,222.383 1,216,415 
Cyphers Mille rOduCtss seek. ae cae Sears oe 2,362,341 2,235,176 
‘ MeL Vee UATE ap WV oi whl 5 ec tice nak, are Tieay neni ae 208,363 242,828 
3 EOELOR eect ee Ren ote re ee Me Lae eos 75,396 92,383 
f EXD lest CE CORIin ashy Cre nye enue ts aes a aeie ns see aia a 109,979 110,715 
Oi Berane rat Cur CET OGM basnuaest pee) aie iy obey) «nec 432,027 470,823 
| POLACOCS Foo coe cla ele. te Seve keaton | ee ehietie 472,754 397,721 
‘ Other A reshay egetables occ mie) sc. 's ewww face dae 269,586 262,100 
d OthermAcriculturaly, Productsciiag de vn. veh es 678,649 747,320 
WHC H AY gaia ea tert gn Arce Be ON pranks Rioohaigst, gk Semes 15,245,072 15,062,603 
i ANIMAL PRODUCTS: 
12 Cap ye Noth OA om ice tie ob, A SOM RUNS 55,859 68,869 
Cattle and Calve SS es RT OR eA 318,005 390,505 
PEGE Peder clase err uee anata cute Saeko o PAL anchatter sic atte cy alte 19,060 27,983 
® ED OE en Senal cgi bad Son oe Phe Renal arene Loe ah yA 159,402 153,108 
; OALLUL Wee a ake tA ee eeu Se aA eae nee og oh 227 990 
: Dressed Meats or Dressed Poultry (fresh or 
PLOT CI oe oo testes ae ee eae) et ea at 226,116 230,219 
y Dressed Meats (cured or salted) .......... 1220 UL 132,800 
, Other Packing House Products (edible) 56,621 55,474 
BOR RS, I se bs alain. « hotaiahd sides Pondele wees 80,326 73,970 
PERIYAR dat hg elaeeg NINE ater ates, eons ib dg Aa or pros 52,379 50,205 
(CN or Poy ek ol ae Pe Mi UPR ER RR tO act 1 hia SARIATIR o 52,320 61,519 
WOO Rea MR nies: Meera sae, eiey Scrcenemave arog UBL rat ont 47,402 72,043 
ABR TAS LGAther Shik ads Re ee a letadhge ae aly. sine 90,654 85,239 
‘ Other Animal Products (non-edible) ....... 96,528 127,285 
POLAT ek toe < SR RE oe ENO ha eS ee LS 1,377,676 1,530,209 
" 


Increase or 


Decrease 
Tons Per cent 
52,339 93 
128,688 29-09 
*252,368 *14°63 
43,454 3-81 
143,924 187-09 
17,797 17-07 
7,362 ho 42 
5,968 -49 
127,165 5°69 
*34,465 *14°19 
*16,987 *18°39 
*736 *66 
*38,796 *8:-24 
75,033 18-87 
7,486 2-86 
*68,671 *9-19 
182,469 1-21 
13 01077 "18289 
*92 500 *18-57 
TS 9255 281289 
6,294 4-\] 
*Y 63-2. 877.0% 
LOS et 48 
*10,023) ey 5a 
1,147 2:07 
6,356 8-59 
2,174 4-33 
*9,199 *14°95 
*24,641 *34°20 
5,415 6°35 
30,757 5 7 22°16 
*152,538 *9-97 
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REVENUE TONNAGE BY COMMODITIES—Ooncluded 


——— 


* Decrease. 


Year Year Increase or 

1947 1946 Decrease 

Tons Tons Tons. Per cent- 3 

MINE PRODUCTS: 

Authracites Coalt ys ea es eee ae 2,884,036 3,077,841 *193,805 *6-30 
Bituminous Goal sass! sce eon eee ake ee 11,108,778 9,882,636 1,226,142 12-41 
sub-Bitwuminous. Coals. ..b05.0 «anion kee ee en 1,282,751 1,346,812 *64,061 *4-76 
Linrnite Coals ies aes et ee oe ee 440,564 489,580 *49,016 *10-01 
oS ere ene Up ho meri ar MD A Ca Ma, MELE Gia eM 942,499 1,274,250 *331,751 *26-05 
Tron Ores and. Coneentrates sc. vie cone ee 1,353.480 977,456 376,024 38-47 
Copper Ore and Concentrates .............. 180.520 161,310 19,210 11-91 
Other Ores and Concentrates .............. 2,110,800 1,348,638 762,162 56°51 
Base Bullion, Matte, Pig and Ingot (non- 

ferrous metals) i ois eee tp ee ae 584,576 506,658 77,918 15°38 
Sand cand: Ar ravelemans cute newt a uae 2,032,852 1,944,218 88,634 4-56 
Stone (crushed, ground, broken) .......... 2,802,921 2,030,272 772,649 38-06 
Slate, Dimension or Block Stone .......... 101,407 103,640 °C SES eae 
Grode=Petro eum | 2a e one ah NC 571,879 D2D, (24 48,755 9-32 
Asphalt (natural, by-product petroleum) 335,703 268,972 66,731 24-81 
eA Pe a I cee MPa pW MRR imal) C8 1 527,107 HPS he 11,834 2-30 
Other Mine Products (not fully processed) . . 1,911,149 1,440,335 470,814 32-69 

OLA ECoG y aid aber jae. NS ee 29,171,022 25,891,015 3,280,007 12-67 

FOREST PRODUCTS: 
dogs, Poster Poles, Prange io sj. Cue aie cos 972,063 988,519 *16,456 *1-66 
Cordwood and Other Firewood ............ 424,265 553,648 *129,888 223-37 
ARTES MS een Rg RAM Bebe eee BD MA gis cya MNS 2 at 53,680 56,505 *2 825 unaceeceU 
PULP OORLs Sy sacs ehkas Ea Une St haa eae ae 5,719,321 4 842.085. 877,206 18*¥2 
Lumber, Timber, Box, Crate and Cooperage 

INL eG): attain teas ios fe week atk ieee ae ie Da ba 4,461,841 640,286 14-35 
Other ores, “Products. £4 oars eee cite 343,578 254,088 89,490 35-22 

By oe REE AS Sec ne TP RMI) Ma cal NE ec 12,615,034 11,156,686 1,458,348 13-0¢ 

MANUFACTURES AND MISCELLANEOUS: 
AS Se Glen Ges iirc: «6 eaten Pabeanl cs > ate RO ae 1,771,692 1,726,698 44,994 2-61 
Petroleum Oils and Petroleum Products ; 

(except asphalt and gasolene) ........ 1,92:1,540 1,382,975 538,565 38:94 
PITTI o'e aap adhe pee Ree ROL tank, hee RC 281,504 294,174 *12.670._ 2*4*31 
Lrod.ce, Pisa dss Blogiimiic yao ee te ke 430,574 290,772 139,802 . 48-08 
Rails sang: Magtenings 22h 35. wale 42,105 48,110 *6,005 .*12+48 
Iron and Steel (bar, sheet, structural, pipe) 2,093,002 1,479,516 613,486 41-47 
Castings, Machinery and Boilers .......... 377,146 308,264 68,882 22-35 
ISMeNE tee aa cee Se Ae Oe Se 740,366 728,357 12,009 1:65 
Brick and Artificial Stone <0 20... nee, 366,417 309,630 56,787 18-34 
(Wien Yayo Rats A witcha] 1058 Glee gy CMa NG al LICL NB Ee AIP 434,930 371,760 63,170 16-99 
bewer Pipe and: “Drain Tite se au Saale 48,395 36,479 11,916 32-67 
Agricultural Implements and Vehicles other 

ENA LOST Coo sate sae en © ee ag oh 319,432 249,980 69,452 27°78 
Automobiles, Auto: Trucks and Auto Parts 1,725,981 1,255,043 470,938 37°52 
Household Goods and Settlers Effects ..... 24,021 26,815 *2.794 *10-42 
TEE ee ee ie es he, ee eee wane 63,798 64,680 *882" 471736 
ROWER eER Ue Ani Vebe ay beeen) oe 506,870 506,792 78 *.02 
Pertibigens.- 3 ands) osc: Boge ee ase tuat ote 1,189,576 1,266,345 *76,769 *6-06 
Ne weprene cP apet i .saee ae eats Ved els eae 1,966,108 1,833,686 132,422 7:22 
Othe sa per cet cits ih, Cie MED ap etn: 430,121 419,293 10,828 2°58 
Paper Board, Pulpboard and Wallboard 

CAO BOTA nik 5p 4 veep ela 2b oc oh aa Ra ee IR 589,387 440,603 148,784 33-77 
SV VERSCRCHIO TL Ba US oles Baie ghee y ia ate Lame Ar My elon eae 1,353,003 T.231,950 115,048 9-29 
Hish..(dresh, frozen,’ cured,’ iete.).. 4. <2. 0es 117,885 LOO Ths *34,9298 i *29- 50 
Canned: Goods (all canned food products) 762,948 681,801 81,147 11:90 
Other Manufactures and Miscellaneous .... 7,741,115 7,736,068 5,047 -07 
Merchandise (all L.C.L. Freight) ......... 2,514,559 2.461.586 52,973 2°15 

Ws Rega Re nae in We hy etn Mae aly eek 27,812,475 25,309,495 2,502,980 9-89 

Grand Totals. tetas biel Ne SEY tee 86,221,279 78,950,008 T2lhot) 9:21 
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The CuatrMan: That finishes the report. 
motion that we adopt the report? 


Mr. McCuttocu: I move that we adopt this report. 
Mr. LarontTatnn: I second the motion. 


The Cuairman: It. is moved by Mr. McCulloch and seconded by Mr. Lafon- 
taine. Is that sufficient, gentlemen? Did we give you plenty of time to discuss 
the problem in connection with it? All those in favour? 


Carried. 


Now we have the Canadian National West Indies Steamships, but perhaps 
we had better take the railway budget. Perhaps you will want to take up 
the Canadian National West Indies Steamships before you take up your budget. 
Have you all got copies of the Canadian National budget? 


Now, gentlemen, would you like Mr. Cooper to make some explanation 
of this before you ask him any quesitons? Would that be in order? Would 
you like to do that, or Mr. Vaughan? 


Mr. VAucHan: I think Mr. Cooper might read the budget. 


Mr. Coopsr: The operating budget for 1948 indicates a deficit of $23,400,000. 
A breakdown of that, showing revenues and expenses as well as other charges, 
is shown on page 2 of the budget statement. The capital budget amounts to 
$65,882,200. Additions and betterments amount to $20,250,000. A breakdown 
of that amount is given in the budget statement on pages 3 and 3a. New 
equipment is estimated at $59,000,000. A breakdown of that is given on page 4 
of the budget statement. 


_ The Barraute branch line: The expenditure for that in 1948 is estimated 
to be $1,440,000. Information with respect to that project is given on page 5 
of the budget statement. 

Acquisition of securities amounting to $1,007,200, details of which are 
given on page 6 of the budget statement. Those items all add up to $81,697,200, 
against which we have $15,815,000 available from depreciation reserves and debt 
discount amortization, drawing down to a net capital budget of $65,882,200. 
In addition to the operating and capital budgets, we are asking for 
additional working capital to the extent of $20,000,000. 
Then, there are two footnotes attached to page 1 which read as follows: 


Now, will someone make a 
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The 1948 equipment program is estimated to cost $59,000,000. It is 
anticipated that of this total, the cost of the equipment to be delivered 
during 1948 will approximate $22,509,000. It is necessary, however, to 
budget for the additional amount so that there shall be proper authority 
for the placing of orders not to exceed $59,000,000. 


: In connection with the Trans-Canada Air Lines, the paid in capital at 
the end of 1947 was $22,600,000. Their authorized capital is $25,000,000. 

During 1948, the railway expects to pay the balance of $2,400,000 to enable 
- Trans-Canada Air Lines and its subsidiary to finance the air line’s 1948 
capital budget. 
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CANADIAN NATIONAL RAILWAYS 
SUMMARY OF FINANCIAL REQUIREMENTS— YEAR 1948— 


ee 


1947 
Budget 
Dra igi atk eg ee nan ey Poa sRiediver week tac te We ol 
OPERATING BUDGET— 
VAT CL Eee wr hati: ee he dic ne Papeete tc urea eee 31,000, 000 
CapitaL BUDGET— 
Additions and Betterments........6.2.5...4% 18, 000, 000 
New Exuipment.o oy. he ik a doo ca arene 41,500, 000 
Barralite: branch Hnerie. se. ene eee eee 2,684, 000 
Acquisition of Securities and retirement of 
Capital Obisgationgacs. weit once. seks 1,057,000 
63, 241,000 
Less amounts available from Reserves for 
Depreciation and Debt Discount Amorti- 
Pa a8) Ww er AN Be RAT MAC Naat AS, OD re Aa 16,518, 000 
Total Capital Budget... . 2.05 2..'. t.. 3s 46,723,000 


1947 
Actual 


15, 885, 194 


10,394, 438 
9, 600, 860 
1,183, 283 


795, 544 


21,974, 125 


16, 087,559 


5, 886, 566 


1948 
Budget 


23, 400, 000 


20, 250, 000 
59, 000, 000 
1,440, 000 


1,007, 200 


15,815, 000 


65, 882, 200 


Additional Working Capital 2. 2s... 4. ca [ee a re Pee Neg re gle ee 
Die a SA oye ee 


The 1948 equipment program is estimated to cost $59 millions. It is anticipated that of this total, the 
cost of the equipment to be delivered during 1948 will approximate $22,509,000. It is necessary, however, 
to budget for the additional amount so that there shall be proper authority for the placing of orders not to 


exceed $59 millions. 


Details 
on page 


bo 


fp) Ovud® Co 


81, 697, 200 


20,000, 000 


The authorized capital stock of the Trans-Canada Air Lines is $25,000,000. The capital paid in to 
December 31, 1947, by the Canadian National Railways was $22,600,000. During 1948 the railway may be 
required to pay the balance of $2,400,000 to enable Trans-Canada Air Lines and its subsidiaries to finance 


the air lines 1948 capital budget. 


CANADIAN NATIONAL RAILWAYS 
OPERATING BUDGET 


1947 
Budget 
RP co ere eh a eS ee wads. 
Operating Revenues— 
(a) Operating revenues, excluding (b) and! (c)\72. [22 2 398,411, 000 
(b) Payment under Maritime Freight Rates Act (20%). 3,042,000 
(c) Payment of deficit in the operation of P.E.I. Car Fer- 
ry and ‘Ferminals 50.) © tavern. bos coe te eel 707, 000 
402, 160, 000 
Operating Expenses. 20.0066. 20 ee ine vee eee en eee 380, 500, 000 
Net Operating Revenues... .......5..0. eee e sree eee eee tees 21,660, 000 
Net Income Charges, excluding interest. ........--.+--+s0 8, 106, 000 
Interest on Funded Debt—Public..............-...-0e eee ees 22,485,000 
Interest on Government Loans............ 60. e eee e eee tees 22,069, 000 
FO 8 SYS ar eR A ME ea mt Batt yh Terres lA otk Sh PR Cat Boot 31,000, 000 


1947 
Actual 


433,124,595 
4,141, 529 


931,856 


438, 197, 980 
397, 122, 607 


41,075,373 


13, 136, 223 


23,821,910 
20,002, 434 


15,885, 194 


439,816 000 
4, 280, 000 


904, 000 


445, 000, 000 


413,000, 000 


32,000, 000 


11,087,000 
23,133, 000 
21,810,000 


23, 400, 000 


SA cea ak lS as Ne CSO TE ER eT 


Nove: 


The 1948 Budget includes $2,847,000 for contribution to the deficit of the I.C.R. & P.E.I. 


Provident Fund also $100,000 for contribution to the Grand Trunk Superannuation Fund Association. 
No provision is made in the 1948 budget for any additional revenue which may result from hearings 


now before the Board of Transport Commissioners in respect of increased freight rates; neither is there any 
provision for further wage increases included in the 1948 operating expenses. 
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¥ ene _ CANADIAN NATIONAL RAILWAYS 
a : ADDITIONS AND BETTERMENTS 
— 1947 1947 1948 
7 BunpGEtT: ACTUAL: BupaGst: 
. _ ADDITIONS AND BeTtrERMENTS— ig 
a INA LANAAC TECH AON Oise 5 AER ace ih een rh ion ee) 1,912,944 1,145,720 1,909,665 
‘a Wen iial.cleos ti. wake Lh AM Adee mene io ese hod bchda oda 7,420, 829 2,729,056 9,916,680 
a WV. GREOCTy FUCOLOR anc eC ert ie Pere vert, Hse Da 3,878, 047 2,323, 210 4,882,085 
e Grand Trunk Western Railway Company............... 2,476,568 NA a8 I Wien) 3,684,877 
7 Ceniral-V ermont “Hall Wa yeu: {. eget Wk ml ecls ees s Bea vo0e 164, 187 386, 670 
‘on Supsidisey Companies to. Mens eae eee PN tna oe eee ee 3,173,504 2, 212) 005 1,376, 503 
a Express, Telegraphs, and other Departments............ 3,157,068 137 2r38 2,588,590 
4 _ Additions and Betterments to Equipment (Canada).... 2,708, 541 1,331,062 3, 240,595 
POUIPMeNt HetreMments hls stat oer eee ee eee Cr..2,060,863 |Cr. 2,017,558 | Cr. 2,735,665 
23,000,000 10,394, 438 25, 250,000 
- Less—Portion of projects included in the above requirements ; 

. not physically completed by the end of the year...... 50007000333. corsa ae ee 5,000, 000 
Pe PROtaY Sieve ante ys (Sot RC LS an ae aad 18,000,000 10, 394, 438 20, 250, 000 
a (see attachment Page 3-A) 

2 e 
= 

“ 


VOR ay ne 


y 


SESSIONAL COMMITTEE 


126 


- 000082 ‘02 


Pe ee 


5 ; 000 ‘000 ‘¢ Fete ote: cae Serhan ik Cad ‘eat e seco ate (ee «0 (ete olbine 
000 ‘0SZ ‘Sz £20 ‘OLF ‘F 019 ‘98 
C99 ‘GE) ‘Z te) 699 ‘GE)‘Z are) eevee sev eee . 
618 ‘869 ‘F G6S ‘OFS ‘S 088 ‘96 
0g9 ‘GOT 0g9 ‘COT er er ee ee ee ee ee 
£0¢ ‘918 ‘T 4 ¢0¢ ‘918 ‘T oie 1a) 6 300. ies o.'8 we 
0F6 ‘9F8 OLL‘ LES O0T ‘Z 
Toe‘sse = AD] OSS ‘Fer AO} OFL‘9E 
coz ‘Te Fervecterer Go Soahmeeh ulnene ie VEcd' 102.6 eco tia Nable. sim le)'e fe: 6; 
000 ‘000 ‘Z 000 ‘000 4 eiieitel® .¢ ue;)8)te7 0.0 aw 
000 ‘00S 000 ‘00S ote ake iene us ek ens e's 
119 ‘06Z chia Md cn bates ee) Wiehe e)'E Jevwere sg> she’ @)-0\"e) ete orale. 
; 000 *G), Bese. waek. 28) Silo eee) a ec@ lee ¢ 1@. of eneleh sé 6 
ole ‘egg Sig: pisiel adice suglieiieuieMe | ¢.ere! @) @.56ce:4e-, 0) .8sn0's 8/6 
989 “10S fe Sad ials ba 6 4. CPO a ese O86 Te 
TES ‘hZ Gliese ie” eehal we 25.8 07/40. ye 40) Je: 676 ‘8 
tT ‘ Z9G ere ae rn ee J 98F ‘ 1% 
TPG ‘L119 °S evemh) © ess se tatw ce vet e..e 962 ‘02 
000 “00¢ ‘ Z ao Eek beelce sk BAe. Meu ah a A Ke i eee! 450 Be ace: 
FOE ‘TSP Eide tas 6 eke Jelfey eAwiis of lw se tere aes Oe ie! 08 co 0 
O1Z‘LZ1 Gt iel atm ta asa ae) erboci me elf eneste gia, lenge a tm ig) s 
099 ‘Z1S‘T Sb 10) ele o eexd 918-95 e 616 ‘98 
O16 ‘6EE o ass) das. 6 le ole) wk Be 0c0 ‘9 
SLI “1Z9 ali ee Wl) direc uber e eta, auble cto 0.cbjey © Koja. erlege les soso Ve 
99¢ ee tbe ole ieil ve cto erieg G50. 5 0 dia. eee ipo. de me el are tee 
C10 ‘SOT plete eamlie a ee ee ag lie Nie 0 ajetve e650 ea es ae 
EG “062 ee ec@wevesee phase 0c. ‘t 
CTP ‘980 ‘T praketbi welds var rene my < C68 ‘C9 
C9Z ‘SIFT aT re Easy epic ee Lee ‘SF 
SSF ‘808 ‘T cratic va phe ar arelie ie le yer 8e0 ‘2 
$ $ $ 
ABMILBYY 
1210. IYO JUOULIO A, 
[erqueg 


re 


118 ‘¥89°S 


a er 


OOF ‘SZ 


Wife, fo fale, @: ¥p wlMte, 058s 10 


009 ‘29% 
LYS ‘166 
000 ‘SZ 
9IT ‘Ss 
O18‘ 10E 


ois ye 16 0) ef:9) Qos. 9h ae 


00 ‘6% 
000 ‘TET 
002 ‘916 


$ 


Sourry 
UIO}SO AA, 
yuniy, puwsry 


sss eee — een» 


80 ‘C88 ‘F 


OIF FSF 
CSP ‘C6T 
GES ‘9 


SW cagie tm, CAOURe aia: (a. eee 


Site |e. <6) 0) 1 Oy 8 ee 088 e 0 


3E8 ‘98 


200 ‘199 
$ 


uOIsoyYy 
U104S9,\A 


089 ‘916 ‘6 


ee ee 
ee ee ee 


SOF ‘ZI 
000 ‘¢2 
098 “6h 
ETL ‘986° 
183 ‘2&1 


0G2 ‘922 
286 ‘269 
SLT ‘SIS 


$ 


UOLdOYy 
[eaqued 


ha Reet bg” ‘"SINGWUELLEG GNV SNOILIGGY GELYNWILSH LANy 


civ leviehe: on €) 0, \ehe <6 . SR Wade fail eenal Eaten Sr ig [ua tay aes ey AH | ‘Te raquieoeq Aq 
peyo[duroo ATjeorshyd oq you TIM YoryM syueUr 
-a11Inbor oAOG’ OY} UT popnpour szoefoid Jo WOIy1Og—sse'T 
¢99 ‘606 ‘T Spas nae A SINTNUTLLEG GNV SNOIMWLIAGy GILVWILSY TVLO], 
EN egy Re eR ONE ary lar eee AD sjueurerrjeyy quowdinbyy 
wee eer owen ese esters A Sesto) oot e ele es “quourdinbay 07 squsuLIe} Og pue suor}IppY 
Re ee Roni eer cit hn) ees Se Wot pe aP io a ue ed SRE ++ STOO 
Sd aw oh Chek ote aDelede-} on, Un, "s 4 Hage, ih see myer Siar ace! Rise)/e) vee mer MoS ae dene ele sets oe sotuvduloy) Arerpisqng 
aSeigyiene (a Shea (eps we hee eee ae 18 ei gee leh a fee ee ‘quouidinby SNOOUV[[OOST JT pues ssoidxq 
OFS ‘9ST ** “g9InUeSUIJUOD puUv SJUSUTIE}Jo_ PUB SUOTJIPPY [B1IoUs‘) 
000‘S eo ofall sg ef ell 6 ee are ey 9 6 wees ple b -0 66 ee. Of Rm ie Le 16 Te eE wees 19. 07,8) 2 ete 2b ee SUBS. 
es SR eee EOL Suge ee eR EY vm eek rss + TyrproUIUIOD—sydvsseIa J, 
poe veheb cteme ue. we teubcec | ediale sel et ip) eae) ce: /ptia 8) «emer es ope fel eed) 2 bh ke EN 6g 8. ae eae ABVMIIEY—SYydvise[o Ff, 
629 *a) 4 esters pal encase va) MIL vite ene ne need) site, (wife) fern Cah ea eee oe “SIO YOO] IOUT pue S[VUSIG 
ARR NOE REELS AE RTAE RRP Lory SCR OR aks tc: BAe a Ye SIOPVAR]G UBL 
068 ‘98 ‘Tie Lely eCselie Jel ser eee eh‘e!e/aice Ne” € (6) We) epee; ‘se’ view Oe" 9. 49 er ae ae SOAIVY M pus syood 
98) KS ci lee she « 10h Gl 8) eue wre 's in le feng vies AIOULYOVIL pues sesnoyoulsun ‘sdoyg 
co Diet ROPE ALT oh aca isin aes Nha tA) aheoe Stet ole coba  gke eaee eae © ap eae SUOT]RIG [ONT 
002 ‘> op 6 Oh: ©. le. 618. Cie! eye teers « eee, (6 16) OU te iekeN eT se eis Sal er gale sehr eels! sorjddng 1848 AA 
T¢9 ‘a? Ew er ehke tee @aine <) ef g)ieleme 1a wes ne le emesis SOIPITIOV |] to) Gua pue SUOT}BIG 
eietbaial ce Ueiumey shia beter eral ae st,6) Wee ls. .m lah ees eines) s/o. mer Pree Ores 16 ere. eae ate ess) sulpling woo [Bo1}UO YL 
000 ‘OT ole ee» 0 lee fa cee "77555" YOTDOJOIG SUISSOID pue ABMUSIE 
EE alates pele take oe a a pte: edd eos ze aha, Rev sete ae ae a gc a amnesty e sjouun J, 
Z61 OT Pe ee Te Be pt ce» eee oy eiede al a scare SJIOATND pue SoT4SOLT, ‘soSplig 
OSL ‘09 eo eke woe sled eue: cme: eyes) dae weer eee ewe eee eee eee seve SOUTYOB IL ABMPBOY 
080 ‘OZI a eels pe) ey Ja) ee 9-9 ote euler chee O.e ne mp0. e< eres mS a SSUIPIG pus SYOVLY, prez 
8G ‘ 7 facie, © + sceie 6 ib o6 6 elle 6) ops, 9010 ener wie SIOMOG pues oseVUuleld ‘SuLyoUCd 
0gs ae ee ee ee ee YIOMATID pue STTPEM SUIUTBIOIY ‘deyy-drye 
ZLG Altre PICT Yar Sain nel TR Us a Tee Poke AC eee verte Pat et at aT Da Pa 62 STILA pus syny SULUOPT MA 
OLT ‘992 whe Ob la ee AGL a pee 6 (6. fea bow eam iid a 8) 0\-6 ahs Ore were SURe CUPS eMC wel Sy Pee eee qSBlTeg 
929 °Q1Z ieivta! ‘oi Tet elcwye, 0a: ph (le de eWne- eyhoa S18; a6) PINT eles & g10oyouy [rey pue $o}V[q Oly; 
PEs ‘OIL eee ge ete rehe Tee! One eke) Late 1090p Bie 811m le) lee Le TO. 1Be CnC er Fee SSUIUOYSB iT pues STIey 
—SINUNUGLLAG ANV SNOILIGGYV 
$ 
uOoIseyY 
OTJUB]ZV Wipe 


ee es oe eS a eee 


INNOOOY IWLIdVO OL ATA VOIIdd SINGNAUILEAY SSa'T SHHNLIGNaAdX HY 


St6l UVAA-“LHDGNA SINAWYALLYAG GNV SNOILIGGV 
WHLSAS SAVMTIVG TYNOLLVN NVIGVNV) 


RAILWAYS AND SHIPPING 127 


CANADIAN NATIONAL RAILWAYS SYSTEM 
New EQUIPMENT 


Canadian National Railways System 
2000 50-ton box cars 
700 =50-ton box cars (G.T.W. Lines) 
1000 40-ton automobile cars 
900 70-ton gondola cars 
900 70-ton hopper cars 
250 70-ton service cars 
300 50-ton overhead refrigerator cars 
50 50-ton overhead refrigerator cars (G.T.W. Lines) 
500 60-ton flat cars 
75 8000-gallon tank cars 
20 1000-HP diesel-electric switching locomotives 
10. steel cabooses (G.T.W. Lines) 
11 3000-HP diesel-electric road locomotives (G.T.W. Lines) 
1 1000-HP diesel-electric switching locomotives (C.V.R.) 
2 4500-HP diesel-electric road locomotives | 
3 electric locomotives 
6 multiple unit cars 
15 multiple unit steel car trailers (Montreal Suburban Service) 
25 air-conditioned coaches 
20 sleeping cars 
50 baggage cars 
50 overhead express refrigerator cars 
50 cabooses (converted from box cars) 


Total Cost, including Sales Tax and Inspection Charges: $59,000,000. 


CANADIAN NATIONAL RAILWAYS 


Construction of New Branch Line from Barraute to Kiask Falls, 
Province of Quebec 


Authorized under Statutes of Canada 10 George VI Chapter 41 
Assented to August 31, 1946 


SCHEDULE OF ACT 


Estimates 
Average 
To be Expenditure 
Location Mileage Dig Per Mile 
From Barraute to Kiask Falls on the 
Bell River, in the Province of Quebec 55 4,125,000 75,000 


The location surveys for the above line were completed in September 1946 
and contract was awarded to the lowest tenderer on December 26, 1946, namely 
the Therrien Construction Company Limited, for the clearing, grading, culverts 
and trestles from mileage 0 to mileage 39-02. 

Up to December 31, 1947, the contractor completed all of the clearing, 
57 per cent of the grading, 56 per cent of the culverts and 57 per cent of the 
bridges. During the same period the railway has completed 23 per cent of the 
track laying and 18 per cent of the ballasting. 

$1 ,206,928.56 has been expended on the line under the authority of this Act 


-to December 31, 1947, of which $1,183,283.41 was the expenditure between 


January 1, 1947, and December 31, 1947. 


eae abt bivet «9 i 
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During the calendar year 1948 it is anticipated that the contractor will a 
complete his contract and the railway the balance of the track laying and ~ 
ballasting, up to mileage 39-02. While all railway buildings, fuel stations, final 
ballasting and sidings will not be completed, it is nevertheless expected that the 
line to mile 39:02 will be in suitable condition to take care of any traffic that 
may be offering by December 1, 1948. 

The estimated expenditure for the calendar year 1948 is $1,440,000. 


CANADIAN NATIONAL RAILWAYS 
Acquisition of Securities and Retirement of Capital Obligations 
~ 
1947 1947 1948 
Budget Actual Budget 
$ $ $ 


Toronto Terminals Railway | 
Joint with Canadian Pacific Railway Co. 
General Additions and Betterments 


—CN.R. Proportion 50% ......... 87,500 50,000 25,000 
Northern Alberta Railways 
Joint with Canadian Pacific Railway Co. 
General Additions and Betterments 
—O.N:R. Proportion 50%.......... 350,000 125,000 375,000 
Chicago and Western Indiana Railroad 
Advances under agreement of March 1/36 169,500 168,580 172,000 
Atlantic and St. Lawrence Railroad 
Purchase of Capital Stock ........... 20,000 21,296 5,000 
Final Payment to State of Michigan re 
Wider Woodward Avenue, Detroit 430,000 430,668 430,000 
1,057,000 795,544 1,007,200 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIP, LIMITED 


1947 1947 1948 
Budget Actual Budget 
$ $ $ 
Operating Budget 
Operating Revenues .......+++.+.0+-- 6,359,000 7,857,470 6,998,500 
Operating. Mxpensepy 2.) c22 ses tae os 5,293,000 7,028,193. 5,929,632 
Net Operating Income ...... 1,066,000 829,277 1,068,868 
Vessel replacement fund earnings .... 250,000 266,698 90,000 
Interest Requirements on 5%—25-Year 
Bonds due, 1955, principal amount 
S95 A00 DOD toes toh heat mune eae ee 470,000 470,000 470,000 
Interest on Government Notes and 
PA VANCES Aah sen anal se olehaieece eas 126,000 103,298 98,868 
SOE a] SY Es Clara pando ads MEN re BP EARN UPS i ie Cit 720,000. 522,677 590,000: 
Capital Budget 
General Betterments ............+..+. — ae 30,000 
3 diesel-driven cargo vessels ........-. 2,549,900 2),568 2168 er 
5 vessels from Park Steamship Company 1,540,000 1,334,677 — 
4,089,900 3,902,945 30,000 
Less vessels sold—Sale Price .......... Cr 500,000 Cr 578,000 — 
Net Cash Requirements .:......¢..8 005 3,589,900 3,324,945 30,000 


Nore: Funds for Capital expenditures will be taken from the Vessel Replacement Fund. 


The CHAIRMAN: Now, are there any questions on that? 


Mr. Jackman: You are asking parliament, then, for a total of how much, 
Mr. Cooper? : 


Mr. Cooper: For the operating budget, $23,400,000. Perhaps, at that stage 
I should say that figure was made up in January before the award of the Board 


™ 
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of Transport Commissioners was given. Of course, it is also exclusive of any 


wage rate increases which we may be required to pay, if any, under the applica- 
tions which are now before conciliation boards. | 


Mr. JAckMAN: Have you made a preliminary estimate on the basis of the 
21 per cent advance in freight rates? 


Mr. VaucHAN: Yes, we have a statement here, Mr. Jackman. 
Mr. Jackman: Have you made allowance for meeting wage demands? 


Mr. VaucHan: We have made no allowance for that because we have 
objected to those wage awards. We have no idea what kind of finding the board 
of conciliation will bring in, so it is impossible for us to make any provision 


for that. 


Mr. JAcKMAN: You are now collecting under the rate decision. 
Mr. Vaucuan: We do not like to admit there is going to be an award 


against us. 


Mr. JAcCKMAN: You are collecting under the rate decision and, on the basis 
of that, you would surely want to amend this budget. 

Mr. VaucHan: Mr. Cooper has some figures which he will give you in that 
connection. 


Mr. Cooper: May I read the revisions which should be made in the budget. 
It appeared in January the operating revenue, as shown in the budget on page 2, 
would be $445,000,000. To that should be added the estimated increase under 
the board’s order No. 70425, $30,570,000. 

Additional increases granted by the Interstate Commerce Commission under 
Ex Parte 166, effective about May 1, 1948, is expected to produce additional 
revenue of $5,700,000. Therefore, at the moment, our estimated revenues in 1948 
amount to $481,270,000. 

On the operating expense side, we budgeted for $413,000,000. Since the 
budget was prepared, there has been an increase in material®prices. As now 
estimated there has been an increase of $6,043,000 in material prices since this 
budget was prepared. 

In addition, on our United States lines a 154 cent an hour increase was 
granted to the engineers, firemen and switchmen, effective from November 1, 
1947. The estimated cost of this to us in 1948 will be $540,000, making a revised 
operating expense budget of $419,583. 

The net operating revenue, as revised, will therefore be $61,687,000. Our 
interest and other income charges are estimated to be $55,400,000. Therefore our 
revised net income, as we stand at the present time is $6,287,000 of a surplus as 
compared with $23,400,000 of a deficit in the budget presented to the committee. 

I wish to mention again that the revised budget. figures do not make any 
allowance for any wage increases in Canada which may be granted as the result 
of applications which are now before boards of conciliation, and the revised 
budget is also on the assumption that $8,000,000 will be transferred from our 
deferred maintenance reserve to reduce our operating expenses. 

Mr. Vaucuan: It is made on the assumption that the present high traffic 
levels will continue, too. 


Mr. JackMAN: What budget do you want us to consider? 

Mr. VAUGHAN: You will see, gentlemen, how difficult it is for us to put in a 
budget until we have something definite concerning this wage situation. 

Mr. JackMAN: What is the aggregate amount of the wage demands? 

Mr. VaucHan: It will amount, on our lines, to over $90,000,000. As I 
explained yesterday, every 1 cent per hour added to wages means $2,500,000 
increase to us. oy | 
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us to consider some figures which are, perhaps, a little more realistic, if not 
very real? 


Mr. VAUGHAN: Ww e should like you to be realistic about it. We should like | 


to be realistic. too, but I think it will be apparent to you why it would not be 
wise to even assume what the increase in wages may be. 


Mr. Jackman: In other words, you would not want us to consider the budget 


as presented to us before the adjustment for the freight rate increase? 


Mr. Cooper: Our budget was prepared in the ordinary way at the ordinary 
time. A number of things have happened since it was prepared. It was obvious 


the committee would want to have more up to date information. It was for that. 


reason we have supplied the additional figures.. 


Mr. JAcKMAN: It does seem a little futile to pass on this operating budget 
when we have certain information concerning changes which have transpired 
since the end of the year? 


Mr. Cooprr: What could we do? We could not put the recent events in a 
budget prepared in January, that was impossible. 


Mr. JacKMAN: I am not finding fault with you, but if we are doing any- 
thing at all except going through some motions, it seems to be we should work on 
the present figures. I am not saying they will be much good, either, because you 
are faced with difficulities. 


Mr. Cooper: If you consider our operating budget, you should consider we 
are estimating a surplus of $6,287,000, but we are making the reservation that 
it is exclusive of any wage awards which may be granted. 


Mr. JackMAN: May I just ask you something which we all should know on ~ 


this committee, what is the effect of this committee passing this budget? 


Mr. Cooper: I do not believe there is any appropriation being brought down 
in the House for you to approve. The custom is, that at the end of the fiscal 
year which will be early in 1949, when the actual results of the operations in 1948 
are available, an item will be included in the supplementary estimates presented 
for approval at that time. : 


We are of course required under the Canadian National-Canadian Pacific 


Act, to submit to the government each year a budget for operating and capital 
purposes. We are complying with the Act. Actually, I do not believe you do 
anything with this operating budget in the way of voting any money, but the 
custom is, if the committee is satisfied it is a good estimate, for them they 
approve it. 


Mr. JAcKMAN: You have just told us that this revision was made on the basis 
of present known factors and, in place of a $23,000,000 deficit, you are going to 
have a $6,000,000 surplus. I am not suggesting that will actually be the case. 
However, there is a difference of $29,000,000 at the moment. Why should we 
approve a budget which is drawn up when you were $29,000,000 worse off than 
you are at the moment? | 


Mr. Vaucuan: The main thing in connection with this budget is our capital 
budget. 


Mr. Jackman: The difference of $29,000,000 includes some capital items. I 


just want to know what is the use of working on this budget at all? Why does. 


it come before us? We could approve the capital items, the essential! items if 


- necessary, and let the rest go. In other words, I just want to know what we are 
doing. 


a 


Mr, Jackman: Do you want us to consider the figures which are not very : 
realistic which have been presented to us in the operating budget, or do you want = 
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: Mr. Coorrr: Then, I suggest the committee—if I may make a suggestion— 
_ should approve the budget as submitted and as revised by the information given 
_ to the committee during the proceedings of the committee. In that event, you 
- would be approving a budget estimated to produce a surplus of $6,287,000. 
ae 38 : ut . ° . 
3 Mr. JAcKMAN: In other words, all we do is go on record as having received 
_ the evidence. ioe 
Mr. Cooprr: That is all. 
Mr. Hitynxa: Would you care to comment on the reports which have been 
made in the press that the railways may ask for additional revenues over and 
above the 21 per cent increase which was recently approved by the Board of 
Transport Commissioners? 
Mr. Vaucuan: No action has been taken by the railways in that connection. 
I made a statement, it was more with the idea of pointing out to this committee 
that, if we have further increases in wages and material costs, we should be able 
to recover them from some source. Otherwise, how is the railway going to carry 
on except by going to the government for money. 

In answer to your question, no action has been taken or data prepared as yet 
in connection with a further application. 

Mr. Hazen: Do I understand that a further application has not been made? 

Mr. VaucHan: No, sir. 

Mr. Jackman: What is the effect of putting in the budget an amount for new 
equipment of $59,000,000 and yet you only expect $22,500,000 to be delivered? 

_ Trealize you want to place contracts for the full amount, but in addition to having 
a large reserve of $37,000,000 there which you cannot use next year because you 
- eannot get delivery you nevertheless want working capital of $20,000,000. 

Mr. VaucHan: We want to keep this committee fully informed of the situa- 
tion. We have to have authority to spend this money to order equipment even 
if it should not be delivered this year. Much of this equipment will not be 
delivered until next year, but we would not want to mislead this committee and 
give the committee the idea we had only ordered the amount of equipment that 
would be delivered this year. 

| Mr. Harrretp: I see in this list you have on order 1,000 automobile cars and 
you only have 3850 refrigerator cars. 

The CHairMAN: What page is that on? , 

Mr. Harrtetp: It is on this revised equipment list. 

Mr. Vaucuan: Page 4 of the budget. 

Mr. Harrretp: I would think it should be just the reverse of that. Auto- 
mobiles today are carried by ‘trucks throughout Ontario and Quebec east and 
west. Weare very short of refrigerator cars at all times. You have only ordered 

350 refrigrator cars and you have odered 1,000 automobile cars. 

. Mr. VaugHan: There are 300 refrigerator cars on order in our shops now, 
and there is another order for refigeator cars to be placed later on. We are 
determining the type of refrigerator. We do a very heavy automobile business. 
4 


i A i a a i a oak 


The large automobile plants are located on our lines, at Oshawa and Windsor, 
and we have been very short of automobile cars. It is true a number of auto- 
mobiles do move by truck, but there is still a very substantial quantity of them 
moved by railway. 

Mr. Harrretp: Those automobile cars are practically useless. 

Mr. Watton: No, they are used a lot for lumber and other loading if 
automobile loading is not available for them. 

Mr. VauGHan: They are used for other purposes if there are not automobiles 
to be carried, They are general purpose cars. 
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Mr. Hatrretp: They might be used for lumber. They could not be used 
for grain. You are very short of refrigerator cars, especially since the number 
of refrigerators coming from the United States has been cut down, That has — 
made a great difference in the supply of refrigerator cars. : ee 

Mr. VauGHAN: We are catching up on our refrigerator cars all the time. 
There have been difficulties in getting cars in the United States, but these will 
certainly improve the situation very much. We could not get any outside car 
builders to build refrigerator cars until the end of 1949. We are fully aware 
we ought to have more refrigerator cars. Of course, a refrigerator car takes 
a longer time to build and is much more expensive. 


Mr. Hatrietp: I realize that, but I think you should have less automobile 
cars and more refrigerators. That is the way it looks to me. 

Mr. VaucHan: Mr. Cooper has just drawn my attention to the fact we have 
on order at the present time about 20 per cent of our ownership in refrigerator 
cars, that is, we are increasing our ownership by one-fifth in refrigerator cars, 
which is quite a substantial increase. 


Mr. Hatrietp: What does it mean by Grand Trunk Railway refrigerators? 


Mr. VaucHAN: That is what we call the Grand Trunk Western lines, which — 4 
we operate between Detroit and Chicago and the northern peninsula, Grand 
Rapids. 

Mr. Harrieutp: Do you have to have a different class of equipment to go 
over that line? 


Mr. Watton: It is not so much a different class as it is a separate item 
on account of United States construction. 


Mr. VaucHan: We have to have certain United States ownership for United 
States lines. We are compelled to do that. 


Mr. Hatrietp: You have to have different under equipment, but why 
should you not order cars to go over all lines when you are ordering them? 
They do not cost very much more. 


ey Dae: Watton: They may go over all lines, in the movement of them, but 
in the construction of them the item is separate because the 300 cars will be 
built in Canada and the 50 Grand Trunk cars will be built in the United States. 
The item is separate in the list for that reason. . 


Mr. Hatrienp: Why do they have to be built in the United States? 

: Mr. Wauton: J think the customs people would object to us building cars 
in Canada for definite earmarking to a United States subsidiary ownership. 
_ Mr. Harrietp: There is no customs tariff on empty cars or cars loaded 
is there? | 
ae ir. VauGHAN: These cars would perhaps come into Canada in the usual 
interchange of business, Otherwise they would be used for local service on the 
Grand Trunk. 

_. Mr. Harrrexp: I believe 75 per cent of your reefers were loaned from the 
different refrigerator companies in the United States? 

_Mr. Vaucuan: A large number of them were rented. In seasons when 
fruits and potatoes and other commodities were moving we rented refrigerator 
cars from the United States refrigerator line companies. , 

Mr. Hatrienp: Why should they object to building 50 in Canada? 
_. Mr. Vaucuan: The Grand Trunk. Western Railway, of course, is entirely 
in the United States, and we are being constantly reminded by the authorities 
mn Washington that we should have more equipment ownership for our Grand. 
Trunk Western lines, for the reason that this equipment is all interchangeable. 
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As you know there are car service rules in the United States and we are using 
- other railways’ equipment all the time. They feel we are not contributing 
— enough cars to the so-called pool over there. 

Mr. Hatrietp: That is quite true. 

Mr. VaueHan: Therefore we have to build a certain number of cars of 
Grand Trunk Western ownership. 

Mr. Harrieup: I think that is quite true but that is because we have not 
enough refrigerator equipment. Prince Edward Island and New Brunswick 
have been short of reefers all season, practically all season, all the winter 
months to ship potatoes and vegetables, turnips. We have not had half the 
refrigerators we should have had. Necessarily you have lost the business. 
The business in my constituentcy has been handled by the Canadian Pacific 
Railway. You have lost that business on account of not having equipment. 

Mr. VaucHANn: We have lost some business by not having refrigerator cars 
We had how many delivered last year? 

Mr. Coorsrr: 299. 

Mr. VaucHan: We had 299 delivered last year. We have got 350 here, and 
that is going to improve the situation materially. 

Mr. Wauron: Plus another 350 in addition to that, which is the carry-over 
from last year’s equipment. They will start to build them in June this year. 

Mr. Emmerson: Are any of those cars being built in the railway shops? 

Mr. Watton: Those 300 which are contemplated will all be built in the 
_ railway shops. The 350 we will start in June are also being built in the Trans- 
cona shop, our own shop. 

Mr. Emmerson: Are any box cars or flats being built in the Atlantic region? 

Mr. Watton: No. The only new cars, other than the odd piece of work 
yequipment or something of that kind, that we are building or have built in 
recent years are these refrigerator cars, and the Transcona shop is set up 
particularly well for that job. They take on the new work and the repair work 
is distributed elsewhere on the system to make up, so far as we possibly can, 
for the man-hours that are represented in the new refrigerators. : 

Mr. Emmerson: The statement as to increased car work made by one of 
your officials in Moncton as reported in the papers would refer to additional 
car repairs? ) 

Mr. Wauton: Yes, not to new building. 

_ The ‘Cuatrman: Are there any more questions, gentlemen? 

Mr. Emmerson: There is one question. On page 3 it does not seem very 
‘clear. I refer to additions and betterments. What struck me was that item 
for ballast. I notice the Atlantic region has an item in there for ballast greater 
than any of the other regions. Is that some policy of improving the quality 
of the ballast or reballasting? 3 | 

Mr. Wauton: The quality of the ballast has been improved in recent years 
since we began to get rock ballast from a pit at Trois Pistoles, but this represents 
- some improvement in quality and some in quantity. 

Mr. Emmerson: It must be mostly quantity? 

Mr. Watton: Very largely quantity. 

Mr. Nicuouson: According to the information I am given the amount for 
stations and station facilities approved last year was $3,218,000, whereas the 

actual expenditure was $1,287,000. That means less than half of the amount 
approved was actually spent. Would it follow that the projects which were 
approved a year ago will be undertaken this year in all probability? 
Mr. Vaucuan: That work will be carried over into this year, most of it. 
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The CuairMAN: Anything else? ; ee 
Mr. Jackman: There is an item of $2,735,000 for equipment retirement. — 
That is the excess above depreciation on equipment, is it? | . 

Mr. VAUGHAN: Yes. 

Mr. Nicuoutson: There is a large item here for shops, engine houses and 
machinery, $2,186,000. What are the major projects included in that item? 
‘ Mr. VaucHan: That will be spread across the country and used in various 
shops. 

Mr. Coorrer: We have the details by regions. 


Mr. Nicuoxson: It is quite high in the central region as compared with — ; 


the Atlantic and western regions. 
Mr. Cooper: Which item? 


Mr. NicHotson: Shops, engine houses and machinery. How is it that. a 


item is so much higher for the central region? 

Mr. Cooprr: I can give you the details of the central region. The estimate 
is $2,286,000. Suppose I give you the larger items. 

Mr. Nicuouson: That will be quite satisfactory. 

Mr. Cooper: At Point St. Charles there is under construction new car repair 
facilities, wheel shop, extension of storage buildings, including the purchase of 
the munition buildings from War Assets Corporation. The total capital cost 
of that project was $1,023,000. We spent $817,000 in 1947. We are revoting 
$206,000 in 1948, and asking for new funds of $573,000. In all in 1948 we 
expect to spend $780,000 on the new car shop at Point St. Charles. At Stratford 
we are constructing an extension to the motive power erecting shop. The 


amount we expect to spend in 1948 is $346,000. When I say expect to spend, © 4 


that is the amount for which we ask authority. Whether we have the men 
and materials to do the work is somewhat of a question. Those two items 
together amount to $1,126,000. The remainder of the vote 1s made up of three 
pages of small items spread across the system. 

Mr. Nicuotson: I notice the total expenditures for the central region are 
about twice as high for the western region and yet in this one item for shops 
and engine houses it is about four times as high, but there are those two major. 
items. | 

Mr. Coorer: The two items I mentioned, Point St. Charles and Stratford, 
happen to be in the central region. . 

The CuarrmMan: Anything else, gentlemen? 

Mr. Jackman: May I ask how is your progress in getting the AB type 
brake instead of the K type? 

Mr. VauaHan: We are progressing on that. We are putting them on as 
fast as we can obtain them from the air brake company. 

Mr. Jackman: About what proportion of the equipment of the railway 
has it now? . 

Mr. Vaucuan: I do not think we have got that. We can give it to you. 

Mr. Watton: We are planning to apply AB brakes to 4,300 freight cars 
this year. That must get us up pretty close to 50 per cent equipped. I am 
taking that figure from memory, but we are doing as many each year as we 
can get the AB equipment from the manufacturer. They are prorating them 
out to everybody, turning out as many as they can manufacture. 

Mr. JAckMaAN: I understand the United States is approaching about 73 
per cent now? : 3 

Mr. Watton: They have probably got pretty well up towards that figure, 
but as I say, we are limited by what we can get. > | 
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Mr. VauaHan: We have been taking all they would give us for the last 
few years. 

Mr. JAckMAN: Are they made by the Westinghouse people in Hamilton? 

Mr. VaueHan: In Hamilton. 

Mr. McLure: If you could persuade the government to refund that tax 
of about $7,000,000 on sleeping cars and the $9,000,000 in 8 per cent sales tax 
and the $1,000,000 on telegrams you would not have very much of a deficit. 
There is $17,000,000 you have paid out. 

Mr. VauacHan: We would like very much to get it, but I am afraid if they 
relieve the passenger of paying it they would not give it to us. 

Mr. McLure: The government would not miss it this year based on their 


~ $800,000,000 surplus. 


The CuairMan: Will someone move the adoption of the budget? 
Mr. LarontaIne: I so move. 
Mr. McCutuocu: I second that. 


The CuHarrMan: It is moved by Mr. Lafontaine and seconded by Mr. 
McCulloch. I think the Canada West Indies report is next. It is a small 
report. 


Mr. NicHouson: Before we finish with the railways I have been given a 
statement in connection with the rate on eggs. I think we will have to have 
some additional information on it at some stage. Mr. MacMillan has given 
me this memorandum which makes it clear that the rate from points within 
twenty-five miles of Ottawa still remains at 42 cents for a shipment of 30 dozen 
in a crate whereas from Edenwold to Regina it does not seem to be very clear 
to me. The information I have reads: 


Prior to April 8, 1948, a single crate of eggs was carried on a 
specific minimum of 35 cents provided in tariff issued to meet motor 
truck competition. Order No. 70425 provided for increase in all minima 
in motor truck competitive tariff to a single minimum of 75 cents. 
However, the result of this adjustment is that a single crate of eggs will 
now move under the normal class rate tariff which provided a specific 
charge of 55 cents for a 30-dozen crate of eggs. 


It does not make it very clear. It is either 55 cents or 75 cents into Regina 


as compared with 42 cents into Ottawa. Mr. MacMillan spoke to me before we 


commenced our afternoon meeting. Maybe he can give me some additional 
information as to why there is this discrimination? 


Mr. MacMixuan: You are satisfied with the freight? 
Mr. NicHotson: Yes, that seems to be quite clear. 


Mr. MacMiiuaAn: The position with regard to the express is that in the 
vicinity of Ottawa on this particular commodity there has never been a motor 
truck competitive tariff, and the traffic moved on the normal class rate. The 
normal class rate when applied to a 30-dozen crate of eggs gives a rate of 42 
cents from Limoges to Ottawa, which is about twenty-five miles. That was 
the distance you asked us to take. 

In the application that resulted in the increase recently there was nothing 
dealing with express rates other than those express tariffs which had been issued 
to meet motor truck competition. This was a supplementary application 
actually to deal with motor truck competition express rates. It was necessary 
to adjust them to keep express rates related to freight rates. Otherwise you 
would have had the unusual position of express being carried at a lower rate 
than freight. Consequently this supplementary application was made and 
the board in its order authorized an increase in all minima to 75 cents. That 
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was confined to motor truck competitive tariffs. As there was no existing 


motor truck tariff at Ottawa the order does not affect the rate here at all, = 
and it remains at 42 cents. In the vicinity of Regima prior to April 8, | 


) 


there were in effect a number of tariffs, express tariffs. Originally the rate 
that was used to move traffic there was a class rate but because of intense 
motor competition in the vicinity of Regina a special tariff was published to 
secure traffic to the railways particularly eggs, bread, cake and ice cream. These 


commodities were assigned a specific minimum; in the case of eggs it was 35 
cents; in the case of cake and bread, they were also 35 cents; but ice cream 


was 40 cents. This was one of the classes of tariffs, express tariffs which were 
affected by the board order No. 70425, and under the authority of that order, 
these specific minima were increased to a minimum of 75 cents, and that com- 


petitive tariff is still in effect, but the single crate traffic does not move under | 


that tariff because there is another tariff, the original class rate tariff, which 
gives the shipper the advantage of the 55 cent minimum. ‘Consequently we 
provide the lower charge to the shipper, and now the 30-dozen crates of eggs 
from points in the vicinity of Regina will move into Regina on the class rate 
tariff, with a specific minimum of 55 cents, and the empty crate is carried back 
again for -06 cents. : 


Mr. Harrrep: What authority did you have for collecting the 10 per 
cent increase in the American freight rates in Canada? When the first increase 
was made they had not authority either in Canada or in the United States for 3 
making that charge. Now, what authority did you have in Canada for collecting 
that 10 per cent increase on cars going to the United States? When you 
carried a car from Nova Scotia or Prince Edward Island clear to Windsor 
through to Detroit Michigan, you charged the 10 per cent increase on the 
whole haul. Now, what authority did you have for doing that ? | 


Mr. MacMiuuan: Any increase, Mr. Hatfield, was—and I am not familiar 
with that situation—but it would be by order of the Canadian Board of 
Transport Commissioners. 


Mr. Hatrigip: But you had no order from the Canadian Board of Transport 
Commissioners; neither did the United States railways have any authority until 
November. They increased it 20 per cent; and then you had an order from 
the Canadian Board of Transport Commissioners making the tariff applicable 
in Canada on goods going into the United States, but you had no authority 
from anyone to collect that 10 per cent which you collected for two or three 
months. 


Mr. MacMiian: I cannot imagine that we would increase any rate 10 per 
cent without it being pursuant to a board order. 

Mr. Harrietp: There never was any order that I knew of. 

Mr, VaucHan: I am satisfied that we never increased any of these rates 
without a specific order from the Board of Transport Commissioners. 


Mr. Hatrierp: But the American Congress did not give them any 
authority until November to increase that 10 per cent rate. 

Mr. VAucHAN: As a matter of satisfaction we will get those orders and 
furnish them. 


Mr. MacMinuan: When was that, Mr. Hatfield? 


Mr. Harrietp: All you had to do was to carry the cars from Windsor over a 


to Detroit. 
Mr. MacMrian: Do you know the date? 
Mr. Harrrenp: It was during August or September and perhaps October, 


and the only time you had authority was in November, some time, you had 
authority. 


ere is nae: 
with respect to the farmer living near Regina, he pays an increased rate of 
58 per cent. — ? ait hate 
~~ Mr. MacMizan: Since your question I have ascertained that there have 
been a number of representations about this very subject and it is under very 


. 


active consideration at the moment. 
Joe i 


The Cuamman: Can we adjourn now? I did promise the boys that we — 4: 
_ would leave at 5.30, but we will come back at 11 tomorrow and 4 o'clock in 
_ the afternoon in order to try and clean up the rest of the bill. 
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MINUTES OF PROCEEDINGS 


Wepnespay, April 21, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government met at eleven o’clock. Mr. 8. M. Clark, Chairman, 
presided. 

Members present: Messers, Bourget, Chevrier, Clark, Emmerson, Hatfield, 
Hazen, Jackman, LaCroix, Lafontaine, Lockhart, McCulloch (Pictou), McLure, 
Moore, Mutch, Nicholson, Pouliot, Reid, Warren. 

In attendance: 

From C.N.R.; Messers. Vaughan, Cooper, Walton, MacMillan, Thompson. 

From Transport: Messrs. Lessard, Collins and Thornton. 


Before proceeding, Messrs. MacMillan and Cooper tabled answers to ques- 
tions of Messrs. Hatfield, Hazen, Hlynka, Jackman, Nicholson and Reid. It 
was agreed to incorporate these in the evidence. 

Mr. Cooper supplied answers to additional questions of Messrs. Nicholson, 
Hatfield and Jackman. 

The Committee began and concluded its examination of the Canadian 
National (West Indies) Steamships Limited Annual Report (1947). 

Mr. R. C. Vaughan was recalled. 

On motion of Mr. McCulloch, the Annual Report of the Canadian National 
(West Indies) Steamships Limited was adopted. 

The Committee then began and concluded its study of Votes 502, 503 and 
557 of the Estimates (1949) as referred. 

On motion of Mr. Lafontaine, Votes 502, 503 and 557 of the Estimates 
(1949) were approved and referred back to the House. 

The Committee considered the Annual Report of The Canadian National 
Railways Securities Trust for the year-ended December 31, 1947. 

On motion of Mr. Lafontaine, this report was adopted. 

Messrs. Vaughan, Cooper, Walton and MacMillan were retired. 

The Committee began its study of the Canadian National Railways System, 
Canadian National (West Indies) Steamships, Limited—Auditor’s Report for 
the year ended December 31, 1947. 

Mr. O. A. Matthews was called and proceeded to read the Auditor’s Report. 


At one o’clock the Committee adjourned until 4 o’clock this day. 


AFTERNOON SESSION 


The Committee resumed at four o’clock. Mr. S. M. Clark, Chairman, 
presided. 

Members present: Messrs. Clark, Emmerson, Fulton, Hatfield, Hazen, 
Jackman, LaCroix, Lafontaine, Lockhart, Maybank, McCulloch (Pictou). 
McLure, Moore, Nicholson, Warren. 

In Attendance: Same as listed above at the morning session. 

Mr. McLure praised Mr. W. S. Thompson, Director, Public Relations, Pub- 
licity and Advertising for the manner in which the C.N.R. and T.C.A. Reports 
were printed. 
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Mr. Cooper tabled further information in reply to Messrs. Nicholson, J ack- 
man and Hatfield. | 

The Committee resumed and concluded its examination of the Auditors’ 
Report to Parliament, C.N.R. and C.N. (West Indies) Steamships Limited. 

Mr. O. A. Matthews was recalled and questioned. — 

On motion of Mr. Lafontaine, the Auditors’ Report to Parliament—C.N.R., 
C.N. (West Indies) Steamships Limited, was approved. 

In the course of Mr. Matthew’s examination, Messrs Vaughan and Cooper 
supplied answers directly related to the Railways. 

Mr. Cooper made a lengthy statement on uniform railway accounting 
methods referring to depreciation particularly. 

Replying to Mr. Fulton, Mr. Walton made a brief statement relating to 
safety devices. : 

Mr. Jackman asked for the tabling of the Consolidated Income Account 
for 1947-48 and fiscal year 1946-47, (not final), of the Hudson Bay Railway 

This report was tabled forthwith and it was ordered printed as an appendix. 
(See Appendix A to this day’s evidence). 

Answers to questions of Messrs. Nicholson, Jackman and Hatfield were 
ordered printed as appendices. (See Appendices B. C. D.) 

The Chairman expressed his appreciation to the President of the Canadian 
National Railways, Mr. Vaughan, and his officials and to the Members of the 
Committee. 


At 6.10, the Committee adjourned until Thursday, April 22, at eleven, to 
examine the Annual Report of the Trans-Canada Air Lines and the Auditor’s 
Report relating thereto. 

ANTONIO PLOUFFE 


Clerk of the Committee. 


ANSWERS TO QUESTIONS BY Mr. HAZEN 


Question - Do you know if the LF.C. Lines—International Freight Corpora- 
tion—used Saint John and Halifax as base ports for its South American services 
prior to the war? 

Answer: They did not. 

Question: Is it using those ports now? 

Answer: No. 

Question: Do you know what ports it is using during the winter season? 

Answer: Portland, Boston and New York. 

Question: Do you know whether it uses the port of Montreal during the 
summer season? 

Answer: No, but it had occasional sailing from Three Rivers in the summer. 
Its home ports are Boston and New York. 

Question: Do you know that the Shepard Line, another American line, 
entered into competition last autumn or last winter for southbound Canadian 
newsprint? . 

Answer: Yes, I am so informed. 

Question: Do you know whether or not the Shepard Line uses—? 


Answer: The Shepard Line has not used the ports of Halifax, Saint John 
or Montreal. Their home port is New York. 


MINUTES OF EVIDENCE 


House or ComMMons, 
April 21, 1948. 


The Sessional Committee on Railways and Shipping met this day at 
11.00 am. The Chairman, Mr. S. M. Clark, presided. 

The CHARMAN: Well, gentlemen, I believe we have a quorum. I believe 
Mr. MacMillan and Mr. Cooper have some statements to file this morning. 
Then, perhaps, we could start work on the Canadian National (West Indies) 
Steamships, Limited. 

Mr. MacMixuan: Mr. Fraser was asked for some Migration by Mr. Hazen 
which is contained in this sattement. Mr. Hatfield requested information 
regarding the international freight rates imposed during the fall of 1947 and 
requested infcrmation as to the authority therefor. The answers to these 
questions might appear in the minutes. 

(Avcreed.) 

Mr. H. H. Hatfield referred to an increase in international freight rates 
imposed during the fall of 1947 and requested information as to the authority 
therefor. 

Answer: Effective October 18, 1947, an increase of 10 per cent in these rates 
was authorized by orders of the Interstate Commerce Commission in application 
Ex Parte 166 and Order No. 69570 of the Board of Transport Commissioners. 
This was the only increase imposed during the fall of 1947. 

Mr. Cooper: Mr. Hazen asked a question concerning the earnings on the 
tonnage to Portland during the winter season of 1947-1948. Mr. Hazen asked a 
question concerning the operating expenses for the year 1947 on the line to 
Portland, showing how much was paid in United States funds. Mr. Nicholson 
asked about the amount of educational tax collected by the Canadian National 
Railways in Saskatchewan and the commission thereon. 

Mr. NicHotson: Mr. Hlynka asked that question. 

Mr. Cooper: I believe we said we did not collect any commission, but I 
find there was a 4 per cent commission. 

Mr. Jackman asked for certain percentages which our interest charges bear 
to the total revenues, and to net railway operating income. He also requested 
the amount of interest available for the payment of interest, the amount of 
interest charges in 1922; the amount which was written off under the Capital 
Revision Act, and how much had been added in the interval. 

Mr. Hazen requested the amount of coal purchases divided between Canada 
and the United States in 1947 and the percentage of coal used on the Canadian 
lines; that is, the percentage of U.S. coal used on Canadian lines as well as 
the percentage of Canadian coal used on Canadian lines. He requested similar 
information with respect to oil. 

The answers to those questions might be printed in the minutes. 

(Agreed. ) 

Answers to question by Mr. D. K. Hazen. 

Earnings on export tonnage through port of Portland, Maine. 

Gross earnings of C.N.R. on export tonnage through the port of Portland, 
Maine, for the winter season 1947-1948 were $157,965. 

Answers to question by Mr. D. K. Hazen. 
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1. Operating expenses for the year 1947 on C.N.R. line to Portland, Maine, | 


showing amount paid in United States funds. 


Operating expenses excluding 
depreciation accruals 


Canadian: Shands." iw peer a $ 236,549 
U.S): funds © ee re re 2,339,322 
TPOta eee i aegis $2,575,871 


2. Expenditures during 1947 for improvements to facilities at Portland, 
Maine. 

Total expenditures amounted to $3,283 against which there were retire- 
ments of facilities having a value of $11,222. 

Answer to question by Mr. A. Hlynka. 

Amount of Saskatchewan Educational Tax collected by C.N.R. and com- 
mission thereon: 

Tax Collected, $19,899; Commission, $796. 


Answers to questions by Mr. H. R. Jackman. 


1939 1943 1947 
interest: on .bunded Debts ariicmeewiicigeelioe bie eee .. $49,814,378 $30,998,196 $23 821,909 
Interest on Government Loans! 227.050 ees . 916,165 18,664,848 20,002,435 
BOA eed DLE CRto% a oiaes wecaluroisce wie take tee eae $50,730,543 $49,663,044 $43 824 344 
Percentage of interest charges to total 
operating revenues 
interest:on vMaurnded “Debt ri Sik Feet te gu ere 24°4% 7:0% 5+4% 
Interest on Government Loans ......... eden suit che gases -4 4°3 4°6 
BROuaee MALO P ERE |b hea ny he ti ha oye Sane eat cena te eg 24-8 11-3 10-9 
Percentage of interest charges to net 
railway operating income 
Interest on) A underd 7 Dee tigi, vee e eae ta eat tanens 400-5 38-0 100°5 
Inkerest- on: Government loans i.) yuk cies sae eee 7:4 22°8 84-4 
Pobal ui nterest: koe Soy eae a a cpa a ee ON et ee ae 407-9 60:8 184-9 
Percentage of interest charges to net income 
available for the payment of interest 
Tniereston’ Wand eds! Debt ies So ies Cae ce wok cite Cee ee 398-8 36°3 85°3 
Interest:..on Government’ Loans i721 oie eae esate ABR rca 21-9 Ete 
Oba interest: ose) Cera ere era cen iene eee 406-1 58-2 156°5 


The amount of interest charges in 1922 for the various corporations which 
were consolidated in 1923-to form the C.N. Railway System was $35,123,236. 

Under the Capital Revision Act, 1937, all government loans to December 31, 
1922 for capital purposes were exchanged for shares of the C.N. Railways 
Securities Trust. Such loans amounted to $270,037,437. By this adjustment the 
interest charges of the National System were reduced by $10,801,500 
($270,037,437 at, say, 4% per annum). 

Deducting this interest relief under the 1937 Act from the interest charge 
of $35,123,236 carried forward into the consolidated system accounts in 1923, 
means that the present system has been required to assume $24,321,736 of an 
annual interest charge in respect of the debts of the predecessor corporations. 
The present interest charges of the system (1947) are $43,824,344, the difference, 
$19,502,608, being the additional interest charge added during the twenty-five- 
year period 1923-1947. It should be noted although the interest charges in 1922 
were $35,123,286, that in the five-year period 1918-1922 the system not only 
failed to earn any portion of such interest, but had a deficiency from operations 
(before interest) of $60,784,005 or an average of $12,157,000 per annum. 

Therefore the situation is that in the twenty-five-year period since 
amalgamation the system has incurred interest charges of $19,502,608 per annum, 


be Lie Sas Phish 
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but has inherited (after allowing for the relief afforded by the 1937 Capital 
Revision Act) $24,321,736 per annum of the interest charges of the bankrupt 
predecessor corporations, which of themselves were incapable of earning any 
portion of their interest. . 

Nore.—To afford a measure of comparison there is also furnished figures 


showing the ratio of fixed charges to revenues for Canadian National 


@ 
Railways, Canadian Pacific Railway and the larger railways in the 
United States. 
RATIO OF FIXED CHARGES TO REVENUES 
Miles Total Ratio of 

of Road Operating Fixed Fixed Charges to 
Operated Revenues Charges Operating Revenues 
1939 1946 

Pennsylvania .........- 1939 10,270 430,930,778 79,595,750 18.47 
1946 10,113 822,007,585 71,200,374 8.66 

New York Central...... 1939 11,008 341,086,708 48,103,444 14.10 
1946 10,745 616,784,755 40,958,739 6.64 

Southern Pacific ...... 1939 13,069 217,572,889 30,007,291 13.79 
1946 12,558 484,836,393 23,112,413 4.77 

Atchison, Topeka ...... 1939 13,443 160,039,967 11,056,699 6.91 
and Santa Fe 1946 13,084 411,604,239 8,815,145 2.14 

ROT PiAGIHe |scues so acs 1939 9,901 164,253,371 14,221,976 8.66 
1946 9,775 361,395,534 11,749,783 os 20) 

Baltimore & Ohio 1939 6,307 161,030,252 20,421,656 12.68 
1946 6,153 304,984,716 17,826,520: 5.84 

U.S. Class I. Roads. ..>.') 1939 Ds AE 3,995,004,251 607,740,479 15.21 
1946 227,620 7,627,313,391 469,368,148 6.15 

Ganadian -Patifie <..... 1939 17,176 152,148,993 25,506,522 16.76 
1946 17,037 294,545,601 18,488,113 6.28 

Canadian National 1939 23,668 203,820,187 53,488,165 26.24 
1946 23,437 400,586,026 46,685,317 11.65 


Answers to questions by Mr. Hazen: 
Coal purchases divided between Canadian and United States origin—1947: 


Canadian Origin U.S. Origin Total 
Tons Tons Tons 
COAL 
Used on Canadian Lines...... a Rp Ay Ops 5,298,584 7,023,809 
Used onuU.Se- bites. wahoo. ae 986,819 986.819 
Poailitrasiss te cate eet ie me ees 6,285,403 8,010,628 


1,725,225 


Total coal used on Canadian Lines: U.S. Coal, 75-5; Canadian Coal, 24-5. 


OIL 
Canadian Origin US. Origin Total 
Bbls. Bois. Bbls. 
Used on Canadian Jines...... 675,000 538,300 1,213,300 
Used on USS. Panieden oh acute e ba’! ae 167,700 167,700 
otal. : Wack dees Are tee ere 675,000 706,000 1,381,000 


Total oil used on Canadian lines: U.S. Oil, 44:4 per cent; Canadian Oil, 55-6 
per cent. 

Answer to question by Mr. A. M. Nicholson: 

Revenue per ton mile C.N.R. Lines West of Port Arthur and Armstrong 
and East thereof for the period 1939 to 1947: 


Revenue to Ton Mile 
Canadian Lines 


West East 
TSG ea ge tae Lan P aa SOREN eS fa eae HA fe et! sess: pose $.00794 $.01017 
LOA abe Fae mene icy eotte TER age ts gia ahaa calm oo eens ae .00761 .00937 
NOV Ay Tas eg Sapte craee Sah Tres enC e E I at ACL ON aR tent as So alga Virals ve .00759 . 00902 
POA ca ge eso nN, ORE PRAT oe bas a UPeMe erie et echt 'n 8S aN aye! . 00846 . 00920, 
ThA Se iar aaa eA Meena cy Uae EE NL Le tig ie wie iboe Je ls we oimne ers . 00864 00911 
POA A Gyo Ee s versee actck trate SNe SEATS A daity » glial due ghha)"s bet-8)  Y91" «see a0 . 00822 00933 
LOA by hiss cats aire came Soe ern aise Ih GN eh ately e, ss prelober ase cont .00820 .00972 
CHET Sa ak Rey a CE As Bare lS OS ae RE ei eel tee irl AR a ne . 00867 .01015 
OA ate tanatee tee imat bt NMR CRO, “oa i aleiry wie op tlw nb 2 er eas .00895 -01081 
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Answer to Question by Mr. A. M. Nicholson: 


Cost of providing meals, including provisions, wages, laundry and super- 


vision: 1939, $1.23; 1947, $1.52. 
Prices charged for meals on dining and cafe cars: 


Breakfast Luncheon Dinner 
1939 1947 1939 1947 1939 1947 
$ .50  $ .60 Shek ey Wek ae aE akg $1.00 $1.35 

uD 195 .85 115 1.25 1.60 
1.00 1225 1.00 1.40... 1.50 2.00* 


*Special Steak Dinner. 


Mr. Reip: May I be permitted to ask one question? I think this is the 
fourth year I have asked this question, but what was the amount of the tax 
collected in the province of Saskatchewan by the Canadian National Railways? 
This is the fourth year I have asked for information concerning the amount 
collected for the province of Saskatchewan. I want to know who gets that and 
what the amount is. . 

Mr. VaucHan: We have just filed a statement showing the amount of 
educational tax collected in the province of Saskatchewan, which amounted in 
1947, to $19,899. 

Mr. Rep: Is that the tax on meals? 

Mr. VauGcHAN: Yes, sir. 

Mr. Nicuotson: I think someone asked yesterday for the amount collected 
in Quebec. : 

Mr. Cooper: We were not sure whether it was a question or net. 

Mr. NicHonson: I think we should have that, too, if it is not too much 
trouble, the amount collected in Quebee and the commission. 

Mr. Cooper: I do not think there is any commission, but we will get the 
information. | 

The CuHarrMaAn: Are there any more statements to file, Mr. Cooper? 

Mr. Coorrr: No, sir. 

Mr. Nicuotson: Before we commence consideration of the West Indies 
Steamships, I am still not satisfied with the treatment accorded western farmers 
in connection with the shipment of eggs. I am wondering whether there is any 
more information available in respect to that. 

[ have a copy of a telegram sent to the Minister of Transport on April 9, 
by the Honourable L. F. McIntosh, which reads as follows: — 


Reference Transport Commissioner order 70425 express rate thirty 
dozen crate eggs Stoughton and Duval to Regina formerly thirty-five cents 
now seventy cents stop Former rate Dafoe and Davidson to Regina 
thirty-five cents now seventy-five stop Bulk of eges handled FOB plant 
stop Opinion expressed special concessions granted egg shippers has been 
replaced by regular rate plus twenty-one per cent appreciate your earnest 
consideration. 


Members of the committee will probably recall that Mr. Coldwell raised this 
question on the orders cf the day. The Minister of Transport replied on April 5th 
confirming this. The information I was given yesterday confirms my claim 
there is unfair discrimination. The information given yesterday showed the 
rate from Limoges to Ottawa, prior to April 8, 1948, was 42 cents. As the 
application for increased express rates was confined to those issued-to meet motor 
competition, the recent order of the Board of Transport Commissioners did not 
affect this tariff and this express rate was not changed on April 8. From 
Edenwold to Regina, a similar distance to that from Limoges to Ottawa, prior 
to April 8, a single crate of eggs was carried on a specific minimum of 35 cents 
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provided in the tariff issued to meet motor truck competition. Order No. 70425 


provided for an increase in all minima in motor truck competitive tariff to a 
single minimum of 75 cents. However, the result of this adjustment is that a 
single crate of eggs will now move under the normal class rate tariff which 
provided a specific charge of 35 cents for a thirty dozen crate of eggs. 

I should like to get some information as to why the application applied 


- only to those points where there was struck competition. What is the reason 


for having a rate of 42 cents in Ontario as compared with 55 cents in 
Saskatchewan. 


Mr. MacMiuian: In answer to the first part of your question, Mr. 
Nicholson, the proceedings which were concluded by board order No. 70425, 
did not deal with express tariffs other than those tariffs which had been issued 
to meet motor truck competition. The only reason they were included was 
because they were related to l.c.l. freight rates and it was necessary to adjust 
them at the same time as the freight rates were adjusted. Otherwise, we would 
have had them out of line and express package shipments would have been 
carried on a lower rate than freight shipments. 

Express, of course, is a more expensive service. The goods are carried 
faster and are handled much more quickly. Consequently, they should bear 
a heavier rate. ; 

There was no intention, in the application which was made in the fall of 
1946, to include express rates generally. Consequently, the only express rates 
which are affected by the order are the motor truck competitive rates. The 
rates on this type of shipment which prevail around Ottawa are the normal 
class rates. I imagine this is due to the fact that, at no time, was there motor 
truck competition carrying the goods at a lower rate and there was never 


- any need, on the part of the railways, to issue a competitive tariff. 


In the vicinity of Regina, there was motor truck competition and, in 
order to secure this class of business for the railways, some years ago, the 
railways issued a motor truck competitive tariff which gives to the shippers 
in that community the advantage of a very much lower rate. In this rate, a 
specific minimum was provided for a thirty dozen crate of eggs. 

You will remember I enumerated four commodities, eggs, cakes, bread 
and ice cream which, when shipped in individual units, were carried at a 
nominal rate. Since this rate was a motor truck competitive rate, it was 
affected by the recent board order. These specific charges, being below the 
minimum specified in the order, were cancelled and, in lieu of them, a single 
minimum of 75 cents was provided. 

Now, it happened—and this in addition to the motor truck competitive 
tarifi—that in the basic express rate which was not affected by these pro- 
ceedings, there is a specific minimum for a thirty dozen crate of eggs. This 
rate was 55 cents. This rate was not changed, nor did the railway possess 
authority to change it. Consequently, we still have two rates applicable to 
individual crates of eggs but now the lower rate appears in the normal tariff 
and the traffic moves under the normal tariff. 

Prior to April 8, there were two rates in effect, being 55 cents and 35 
cents. The railways gave the benefit of the lower rate to the shipper and 
they are doing that today. It is 75 cents and 55 cents, and the commodity 
moves under the lessers rate. 

This is one of those things which will, in all probability, be adjusted. 
It is a situation which has appeared and will be studied. 

Mr. NicHotson: Why the difference between 42 cents and 55 cents. 
Assuming the logic of the remainder of the argument, why do you figure it costs 
42 cents in the Ottawa area as compared with 55 cents in Saskatchewan 
where we have long stretches of level country; railway employees get the same 
wages; operations are more economical? Why the 42 cents versus the 
55 cents? ; 
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Mr. MacMit1an: To answer that, Mr. Nicholson, it would be necessary 
to examine the basis upon which these rates were originally set. They are very 
old rates. The actual explanation is something I cannot give you at the 
moment. : 

Mr. NicHuoitson: Does this not confirm our fears that this increase is 
permissive and you are going to make it 21 per cent in some parts of Canada— 

Mr. MacMritzian: No, that is the impression I wish to put at rest. There 
is no power to increase the 42 cent rate. The railways have no authority 
to do so. : 

The CHairMAN: Might I interject at this point? I may be wrong, but 
I believe Mr. Nicholson is under the impression the 42 cent rate applies all over 
Ontario, and that is not correct? 

Mr. MacMituan: No. 

The Cuamman: It happens that at Ottawa a truck competitive rate 
prevails, but in other parts of Ontario it does not prevail. 

Mr. Nicuotson: Is that correct? In what part of the central region does 
the 55 cent rate apply on eggs? 

Mr. MacMituan: It is a mileage rate. 

Mr. Nicuotson: If I had selected Toronto or Windsor, would this rate 
not have applied? 

Mr. MacMiruan: No. 

Mr. NicHotson: ‘You would have had a rate of 55 cents in those areas? 
Mr. MacMitian: ‘You would have had a mileage rate. I would expect 
it to be on a parity with the rate out of Regina. 

Mr. Harrietp: I would like to ask the witness a question with respect to 
the matter of an increase in rates on potatoes from New Brunswick, or any 
maritime province being shipped to Detroit, Michigan. The rate to Windsor 
is 46 cents a hundred, or it was 46 cents a hundred before the 21 cent increase. 
The rate to Windsor, Ontario, is 77 cents a hundred which means $190 for a car 
of potatoes from Charlottetown, Prince Edward Island, to Windsor, Ontario, a 
distance of 1,800 miles. On the other hand. it costs $120 more to get that car 
of potatoes taken 2 or 3 miles across the river to Detroit. 

Mr. VaueHan: With resepct to those rates, Mr. Hatfield, we have not the 
information here but we can obtain information for you with respect to them. 
There is no doubt a good reason for the rate existing. 

Mr. Harriretp: We used to ship potatoes to Windsor at the 46 cent rate 
and then just chuck them across to Detroit, Michigan, but then you put in 
an order that with respect to potatoes destined to the United States the American 
77 cent rate would apply instead of the 46 cent rate. 

Mr. VaucHan: We will file an answer to that question. 

Mr. Hatrietp: I have never quite understood that rate which is in effect 
to Cleveland, Ohio, and some other points in the United States. 

The CuarrMan: You will file that information Mr. Vaughan? 

Mr. VAucHAN: Yes. 


The Cuarmman: I will ask Mr. Vaughan to now read the report of the 
Canadian National (West Indies) Steamships, Limited. | 

Mr. JAckMAN: Before Mr. Vaughan reads that report I would like to say 
that I received the return on fatal accidents and injuries in the system for 
1946 and 1947. Apart from the, misfortunes last year I think the Canadian 
National Railways is to be complimented on its record in Canada, but I would 
just like to ask for a comparison over the years as between the C.N.R. record 
and the records of the class 1 railroads in the United States. 

Mr. VAuGHAN: Our record compares: very favourably. We have not got 
the figures here but we check them from time to time and they are favourable. 


CR es 
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Montreau, March 10, 1948. 


THE HonovuraABLe LIONEL CHEvrigER, K.C., M.P., 
MINISTER OF TRANSPORT, 
OTTAWA. 


: Sir—The following report is submitted of the operations of the Canadian 
National (West Indies) Steamships, Limited, for the calendar year 1947. 
The operating results for the year compare with the previous year as 


follows:— 
Increase or 


1947 1946 Decrease 
Operating  REVenues ae pe «eget =. $7,857,470. 82 $6,669,128 .45 $1,188,342.37 17-82% 
Operating | Fxpenses oo is) MRR eats 7,028,193 .20 4,959,240.08 2,068,953.12 41-72% 
Operate qe rol so chk ieee Cele gate $ 829,277.62 $1,709,888 .37 $ 880,610.75 


Operating revenues were higher than in any previous year. The number 
of completed voyages was 64 as compared with 49 in 1946. Export tonnage 
increased 50,886 tons and import tonnage increased 49,766 tons. Freight 
revenue increased $1,665,011. Passenger revenue increased from $96,727 in 
1946 to $439,799 in 1947. The increase in passenger revenue followed the 
resumption of regular sailings by the Lady Nelson and Lady Rodney in 
July and August, 1947. The demand for accommodation is greatly in excess 
of the capacity of these two ships. Freight and passenger revenue combined 
showed an increase of $2,008,083 over the previous year. On the other hand 
revenues from charter-hire, subsidies, agency fees, etc., fell off by $819,741. 
The decrease in charter-hire rises from the fact that, while in 1946 four ships 
were under charter, in 1947 all ships were operated by the Company. 

Operating expenses were substantially increased because of—(a) the 
additional number of voyages; (b) increased rates of pay and the increased price 
of fuel, ship stores, ete., and (c) increased insurance and depreciation charges. 
Furthermore, the composition of the fleet in 1947 was substantially different 
from what it was in 1946. A further $700,000 was charged to operating expenses, 
representing the balance of the cost of reconversion and overhaul (on owner’s 
account) of the two “Lady” ships after their return from war service. 

Operating profit for the year was $829,277, a decrease of $880,610 from 
the previous year. After adding interest earnings and providing for fixed 
charges the income surplus for the year was $522,677. 

The Chomedy and Colborne were sold during the year, completing the 
disposal of the old “C” type ships. The two vessels were sold for $92,535 in 
excess of their depreciated ledger value, which amount was credited directly 
to profit and loss accounts. 

During the last ten years the operating results, after providing for deprecia- 
tion on vessels, were as follows: 


Operating Operating Operating 
Year Revenues Expenses Profit 
DOS Qi ie Nin ee ae Ed ENN Rr eater eg $ 4,915,355 40 $ 4,497,756 42 $ 417,598 98 
TOS Re A OR re ae Ue aaa exe we taaere 4 642,306 28 4,347,275 58 295,030 70 
TOA 0 er ee ae a ee cea ee tate ete 5,750,341 42 4,874,386 38 875,955 04 
OAT emer aka, TAR cepa cetera tah enaie tebeceps Metal ter ey « 6,756,463 57 5291 76102 1,464,711 65 
AIO Ye EY OARE Rip Teyth h nclel SPAR SHER RS aSY ES nee Are) Soir ae RGN: 5,600,496 25 4,380,852 94 1,219,643 31 
b RSV Lee Sie teeta! URGE > Ue LSP ASH AE a ung ota tr 5 4,492,188 94 3,188,578 72 1,303,610 22 
j ove RE tap A ane ae eran ie eas a OC as ager es 5,378,058 55 3,403,725 74 1,974,332 81 
(G8 Yo EGS eee MA | rena en pe nO (acon Mee ecg aNry Poe Geet 4,412,251 34 2,849,091 51 1,563,159 83 
POL Ae nthe Sine eethe cael e penebatn ie eserateae en npek ietegs 6,669,128 45 4,959,240 08 1,709,888 37 
LOT eee eek raw eect evecare ences 17.851 ,410) 82 7,028,193 20 829,277 62 


$56,474,061 02 $44,820,852 49 $11,653,208 53 
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During this ten-year period, in addition to paying the interest on its bonds, 
the Company paid to the Dominion Government $7,683,637, of which $3,126,192 
was principal and $4,557,445 was interest. In addition it financed the replace- 
ment of its fleet and still has a balance of $2,871,762 in the Vessel Replacement 
Fund. There is also $1,560,107 in the Self Insurance Fund. In reviewing these 
results it should be kept in mind that prior to 1925 the Dominion Government 
paid an annual subsidy of $340,666 to private operators for a service to the 
eastern group of islands. No such subsidies have been paid since this Company 
took over the service. : 


Before the war the fleet comprised the following vessels: — 


Gross Deadweight 
Tonnage Tonnage 
IM IIT OKC aa ot a ee Lost by -enemyr-actlon. seve wen ae ee he ee 7,985 6,370 
Lady Hawkins ......... Lost -by- enemy tactionnes wae ee a ee 7,989 6,370 
Lady Somers oss bo. wi Lost: by. enemy action: (.. ee eee et ee 8,194 4,665 
Bay N C1800. Aeris wh ces Refitted and service resumed .............. 7,970 6,370 
Lady Rodney oy eis tes 6 Refitted and service resumed ............. 8,194 4,665 
CETL OR ak ttn Sold 0s: deta Vina mnths sis oe aR eee he 3,708 2,950 
EVEML EH GACY Lie ce cent tee SOL ere pe eae ay he BEES beets sees ee 3,663 2,950 
CROMOCTY Oe ehols agitee ob kee toe SOLE ete) en ee ee ee 6,136 8,600 
COlO Genre aeiiss aia-<iariel ess ele) fs ae aN eo o cuit e, esta yak i IE 6,230 8 650 
COVMUCCUAS ES cows oa awe oe Lost: by senemyc action ess. ones 5,458 8,390 
CHINECTOV IRA 220 Oe Sold? 123 Rae See Sos alata ee eee eee 1,789 2,781 
67,316 62,761 
As presently constituted, the fleet comprises:— 

Dead- 
Gross weight 
Tonnage Tonnage 
Lady Nelson. 2.6. 02. es Breight: and ?Passenger=< 2.) ame eee 7,970 6,370 
EOAY BROAN CY oo ie ok oa be Kreight: and *Passenger: 2) s8e.io5 co. «ota e 8,194 4,665 
Canadian Challenger ....Diesel powered and refrigerated .......... 6,745 7,460 
Canadian Constructor ... Diesel powered and refrigerated irre secs on 6,745 7,460 
Canadian Cruiser ....... Diesel powered and refrigerated .......... 6,745 7,460 
Canadian Conqueror ....Non refrigerated ..........ceccoseccees Scots 2,930 4,532 
Canadian Highlander ...Non-refrigerated ...........secceccceccecs 2,966 4,532 
Canadian Leader ....... Non-réefrieerated: aa ee. ee eee 2,930 4,532 
Canadian Observer ..... Non-reffigerated sigs 25 fas oki Mle ae eee 2,967 4,532 
Canadian Victor ....... Novi-retrigerated nce. 14 coe ee ei ee 2,963 4,532 
51,155 56,075 


The Company now faces keen competition in the trade it has done so much 
to build up. There is some apprehension as to the effect of the import restric- 
tions which the Colonies have seen fit to impose as a result of their shortage of 
dollars, and the costs of operation have sharply increased. Nevertheless, the 
outlook for 1948 is reasonably good; and it must be remembered that over and 
above the financial returns is the tremendous goodwill for Canada which has 
been engendered and is being continually expanded by this national flag line. 

The Directors again record their thanks to the officers and employees for 
the loyal and efficient services rendered the Company. 


For the Board of Directors, 


R. C. VAUGHAN, 
President. 
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1946 


$5,700,121 
96,726 
97,436 
119,587 
655,256 


$6,669,128 


$4,427,367 
288,092 
209,980 
29,021 
4:778 


$4,959,240 
$1,709,888 


$ 196, 887 


126, 499 


$1,302,051 


$3,661,581 
522,677 
92,535 


$3,046,369 
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CONSOLIDATED INCOME ACCOUNT 
1947 
Operating Revenues: 
Wreight i VG Se ee ei alban: baton $7,365,132 12 
PasSSeONGET. snk bow cup b aikueia Drag eee epee Meine eae _ 439,798 74 
A pency eee se 60e cis Gate, Seip e aete gegen ae eae 47,307 65 
Subsidies? ic cieseer eorswe aves ati Geena tata: Searcy 33,567 00 
Charter. So Ge eee ala a os Wet eh oe a anager aes rete 28,334 69 
Total tee ee ane inl se ee enema $7,857,470 82 
Operating Expenses: 
Voyage * Accounts 2. 05.4.h esc puta ene ance cate $6,255,313 10 
Depreciation. on Vessels ......5. 0.50. secede eee 493,593 60 
Management and Office Expenses ............ 213,536 62 
PENSIONS sie hs PR ea arta ek ee ee 38,449 38 
Other {expenses ats sa he bake tee, ee a a eee 3 27,300 50 
Ota L; tes coNle Kawa eee ee sn Seneca Duns emer aete $7,028,193 20 
Operating: se rohb’ Goo aed en a reuna ner $ 829,277 62 
Vessel Replacement Fund Earnings........... —$ 266,697 59 
Interest on Bonds held by Public............ 470,000 00 
Exchangéon- U.S! Fundesoiig.sie tase een i ghee 
Interest on Government Advances............ 103,298 14 
Sapp lush. tes eae oe ee hin a nana ee $ 522,677 07 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
AT 31st. DECEMBER, 1947. 
Balance at 3lst. December, 1946—Deficit 22.0... 0.6. vase cece es ccs ese 
Surplus: as. per -Ineome Account, :.Vear L947 ee oae o. alee eines eee teens 
Profit. on, Sales-of= Vessele. ashe a ee G te oa alee alae ape eceis Pete serbaaieds 
Balance at 31st. December, TOS7 SD CRG S Scie fat eee ee ae 
The CuatrMAN: Are there any questions, gentlemen? 
Mr. Rep: With reference to page 7, does the accountant charge for the 
reconversion ? 


Mr. VAUGHAN: 
chartered to the government during the war. 
lump sum for the reconversion of those two boats but that sum was not 
In addition, there were substantial amounts to 
be paid on the owners’ account. We received $1,300,000 from the government 
in accordance with the charter agreement, but it 
cost us $1,400,000 more than we received from the government to complete 


sufficient to cover the work. 


for those reconversions, 


the reconversion. 


Mr. JAcCKMAN: Do I understand that you loaned two boats to the govern- 


The two boats, the Lady Nelson and the Lady Rodney, were 
The government gave us a 


Eo ee eT Oe PE a ee iT ee ee ee ee 
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That amount has been included in the operating expenses, 
part of it in 1946, and $700,000 in 1947. 


ment during the war? 


Mr. 
Mr. 


And the undertaking was to give them back to you in - 


in which they were taken from you? 


Yes, sir. 


And they gave you how tite money? 


Plus a fee 


Mr. VaucHan: We chartered a number of boats to the government during 
the war. 


Mr. JACKMAN: 
the same condition 


VAUGHAN: 
JACKMAN: 
. VAUGHAN: 
. JACKMAN: 
: VAUGHAN: 


They gave us $1,300,000 for these two boats. 


We received the charter hire all during the war. 


8 aE eee ee 
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Mr. JACKMAN: Yes, that was separate and on its own feet. 
Mr. VAUGHAN: Yes. 
Mr. Jackman: And they gave you $1,300,000 for reconditioning? 
Mr. VAUGHAN: Yes. 
Mr. JAckMAN: Did it cost that much? 
* Mr. Vaueuan: It cost us over $2,500,000. 
Mr. JackMAN: When are they going to pay you the balance? 
Mr. Vaucuan: They consider the balance is not due because their argu- 


- ment is the additional amount which the reconversion of these vessels cost 


is a charge which the owner should pay. The government contends that it is 
maintenance work which would have been required under any circumstances. 
We were not entirely satisfied with the amount we received. Unfortunately, 
I think some of our people made an estimate when those negotiations were 
being carried on with the government, and the estimate was low. 

Mr. JAckMAN: The argument is that the boats would have suffered a 
certain amount of normal wear and tear and the government claims that the 
$1,300,000 which it gave you to put them in ship-shape condition was merely 
a measure of that wear and tear? Is that their argument? 

Mr. VaucHAN: That was their argument. 

Mr. Jackman: Did you write-off a certain amount during each of the 
charter years? 

Mr. VaucHaANn: We wrote-off nothing other than the ordinary depreciation. 

Mr. Cooprr: Five per cent depreciation. 

Mr. Jackman: If you take that amount into consideration as a usable 
fund to put these ships back into condition, does that make up the extra cost? 

Mr. VaucHan: It would not make up the entire amount. 

Mr. Cooper: It is a factor which is to be allowed for in determining the 
amount due to the owners. 


Mr. Hatririp: I would like to ask this question. How much more tonnage 


- had you in operation in 1947 as against 1946? 


Mr. VaucHan: I think we had one less boat. We had eleven boats in 
operation in 1946 and we had ten boats in operation in 1947. 

Mr. Harrietp: You had more in operation in 1947 than in 1946? 

Mr. VaucHan: I am wrong there. The list in the report contains the fleet 


which we had prior to the war, andi the fleet we had last year. We had more 


boats under charter last year. 

Mr. Harrietp: Ycu bought some ships during the year? 

Mr. Vaucuan: We lost quite a few ships during the war. 

Mr. Hatrietp: Yes, I know but last year did you not buy some ships? 

Mr. VAUGHAN: Yes, in the last two years, outside of the two Lady boats, 
we disposed of our old fleet and purchased new boats with our own money. We 
bought these boats from the government on exactly the same basis as they sold 
boats to others. We did not get any preference in prices. : 

Mr. Hartrietp: I made a protest last year with regard to your not taking 
freight on in Saint John but taking it on in Halifax, consequently requiring the 
shippers to pay 8 cents a hundred more freight to ship goods to Halifax when, 
in fact, the same boat was sailing from Saint John? You have never done any- 
thing about that protest and you still refuse to take on potatoes or perishable 
goods at Saint John. The ship comes to Halifax, stays two or three weeks. You 
take on freight at Saint John but not at Halifax. What is the reason? 

Mr. VaucHan: Well Halifax is the home port of those vessels—they usually 
bring sugar, molasses, or some other commodity which is discharged at Saint John 
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or through the port of Halifax, but the main cargo for the boats is taken on at 
Halifax. That is found to be the most satisfactory way of operating the vessels. 

Mr. Hatriretp: What do you mean by saying Halifax is the home port? 
Why is not Saint John the home port? 

Mr. Vaucuan: Halifax is the more suitable home port and has always been 
the home port for those vessels trading with the West Indies. é 

Mr. Hatrieyp: Yes, but why the discrimination against New Brunswick in 
favour of Halifax? We have to pay 8 per cent more freight to get our goods 
to Halifax. We have to ship them a week sooner than we would when shipping 
to Saint John. ; 

Mr. VaucHaNn: There does not seem to be any way of overcoming that. 

Mr. Harrretp: I do not see why you cannot overcome it, when the vessel 
sails from Saint John and it could take on cargo at Saint John. Certain cargo 
originates in New Brunswick but you will not take it on board at Saint John and 
you make us ship it to Halifax. I do not see any reason for that practice and 
it has never been explained to me. 

Mr. VauGuHan: Our base of course is Halifax, and that is the reason you have 
to ship potatoes and other commodities to Halifax and pay the additional freight 
rate. 

Mr. Hatrievp: That is right. 


Mr. VaucHAN: I do not know just how these freight rates work out. Prob- 
ably in the final analysis the main difference in the freight rate would not be 
very much. You say it is 8 cents. | . 

Mr. Hatrietp: It is 13 cents a hundred, and 26 cents under the new 
schedule. 

Mr. VauGHAN: We will look into that. We looked into it once before for you. 

Mr. Hartrietp: Last. year, but you didn’t do anything. _ I was just wonder- 
ing why they didn’t stop at Saint John, or when they stop at Saint John why they 
did not take our freight on there. 

Mr. VaucHaNn: It would not be practical. We did look into that for you 
following our discussion last year. We went into it very fully. 

Mr. Harrretp: The only reason that has been given to me so far to account 
for it is that you open the holds of your boats and keep them up at Halifax 
for lumber and other cargo, and you put perishable goods in certain holds 
that would not be opened after Halifax. 

Mr. Vaucuan: We have to have one port for taking cargo on and Halifax 
is the most convenient port. 

Mr. Harrretp: But you could take on cargo at Saint John too; as a matter 
of fact, you do. 

Mr. VaucHAN: Yes, we could at Saint John on the northbound voyage but 
most of our cargo is generally taken on at Halifax. 

Mr. Hatrietp: I know, but the ship sails from Saint John. Why does the 
New Brunswick shipper have to pay a double price to get his goods to Halifax 
when you load at Saint John? | 

Mr. Vaucuan: There is a reason for it, as I explained; that is, the question 
of the operation of the ships. If you would like a detailed explanation in writing 
we would be glad to give it to you. 

Mr. Harrietp: I haven’t had anything yet. 

Mr. Vauauan: We will get you something. 

Mr. Hatrieip: I cannot see what explanation you can make. If the ship 
sailed from Halifax I could see why we would have to ship our goods to Halifax, 
but when the ship sails from Saint John—there are certain ships that do not 
sail from Saint John—but when they use these ships that do call at Saint John 
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we have to ship our goods to Halifax, I know that. But ee are certain ships 
which sail from Saint John, and I do not see why those s! ips cannot take on 
New Brunswick goods when at that port. 

Mr. Vaueuan: They simply call at Saint John and go to Haliax to complete 
their voyage. 

Mr. Hatrietp: What is that? 

Mr. Vaucuan: They sail from Saint John to Halifax to complete their 
voyage. 

Mr. Hatrietp: I know that. 

Mr. VauGHan: Their voyage begins from Halifax and ends at Halifax. 

Mr. Hatriretp: The voyage begins at Saint John and ends wherever they 
have to go to. 
Mr. VAucHan: And it so happens that the crews— 


Mr. Harrietp: And if the ship sails from Saint John you do not need to send 
goods to Halifax. 


Mr. VAuGHAN: The crews are signed on and off at Halifax, supplies are 
es put on at Halifax, and that is a convenient place from which to operate 

essels. However, as I say, I will be very glad to give you an explanation in 
etn about it. 


The Caiman: Is that satisfactory to vou, Mr. Hatfield? 
Mr. Hatrietp: That is all I can get. 
The CHarrMan: Are there anv cther questions, gentlemen? 


Mr. Hazen: I see that the operating expense incurred was $2,066,953. 
Is there any explanation to be given as to the reasons for that in nerease? I do 
not know if it is possible, but 1s it possible to break those figures down and show 
what percentage of increase is due to different factors involved; for instance, 
what part of the increase is due to additional ships employed, what is due to 
increased rates, what percentage is due to increased insurance, what is due to 
higher depreciation rates, interest payments and so on. Is it possible to get 
that? 


Mr. VaucHan: We could give vou information on that. I do not know 
whether Mr. Cooper has that with him or not. 


Mr. Cooper: The cost of freight handling increased $494, 795: crew wages 
increased $433,797; provisions increased $91, 814: fuel increased $162, 974; deck, 
engine and steward supphes increased $122,291 ; ‘repairs $65,968: port and shore 
expense $258,020; overhaul $66,066; charter hire decreased $163, 689; insur- 
ance increased $201, 270; other ve ssel expense which included loss and damage 
claims and incidentals increased $74,316; diesel training exnense decreased $32,006; 
layup expense increased $61,311. Those items add to a total of $1,827,945. 
Then depreciation increesed $205,502. Management and office expense increased 
$3,557. Pensions increased $9, 427: and other expenses, which include adver- 


tising and odds and ends, increased $22,522. 


The CHatrMAN: Is that satisfactory, Mr. Hazen? 
Mr. Hazen: It looked to be more than $288,000 odd. 


Mr. Retp: On page 4, there is an item there which I have been following, 
the payment of interest of a period of ten years. It appears to me that the 
interest paid to the government is greater by $1,471,453 than the amount. of 
principal which has been repaid. Could I have an explanation of that? 

Mr. VaucHan: Mr. Cooper can explain that. 

Mr. Rep: Over the ten-year period how was it that increased payments 
are greater by well over a million dollars? 
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Mr. Cooper: I do not see any relation between the two things. We 
must pay our interest year by year irrespective of whether we pay off any 
principal. If in addition to paying our interest we have some surplus money 
we reduce our indebtedness, that is, to the extent we have surplus funds we 
reduce the principal. But there is no relationship between the amount of 
principal paid off and the amount of interest paid. 

Mr. Rew: What amount of money do you owe the government now, is it | 
$13 million something? 

Mr. Cooper: Oh, no. 

Mr. Vaucuan: I should explain, Mr. Reid, that the government charged 
us, have always charged us interest on deficits which we felt they never should 
have done, but we are gradually getting that down until the figure 1s very low. 
Mr. Cooper can give you those figures. E 

Mr. Coorrer: First, in answer to Mr. Reid, I think he suggested that we 
owe the government something like $13,000,000. No, we owe the government _ 
$3,954,000. 

Mr. VaucHan: That has been reduced over the years. 

Mr. Coorer: In the beginning, in 1929, when this line was being developed 
we naturally incurred some operating deficits. In the years 1929 to 1934, we | 
incurred deficits amounting to $5,059,000. That has now been reduced to ~ 
$3,954,000. Now, with respect to the amount of interest which we paid to the 
government, we have paid to the government during the entire period of opera- 
tion interest on capital amounting to $1,106,000, and interest on deficit amount- 
ing to $3,456,000. 

. Mr. Poustor: Mr. Vaughan, could you give me some information about the 
competition in the West Indies trade which comes from the Aleoa Company, the 
boats they operate to the West Indies. They operate boats there, do they not? | 

Mr. VaucHan: Yes, sir; we have two competitors. There is Alcoa Company, 
which operate their own ships to British Guiana; and I understand there is a 
new line being started up by a Swedish company which is going to operate a line 
from Montreal to the West Indies. 

Mr. Povuior: Who owns the Alcoa Company boats? 

Mr. VaucHan: I understand those are owned by the United States, the 
parent company. 

Mr. Povuuior: You have competition in operating your service? 

Mr. VauGHAN: We have one competitor now and we expect to have another 
when this new line out of Montreal gets in operation. Then, of course, there is 
the competition with the Pickford and Black, who operate a service to the 
West Indies out of Halifax. 

Mr. Harrienp: Are your ships filled to capacity the way they have been 
sailing, were they in 1947? 

Mr. VaucHAN: During 1947, our ships were pretty well filled. We are having 
ereater difficulty now in filling them up. The competition is keener; but we are 
hoping we can hold our own. | 

eae JacKMAN: Is that Alcoa line owned by the American Aluminum Com- 
pany?! . 

Mr. VaucHan: Yes. They fly the United States flag. There is also the 
Saguenay Terminal Company, their terminals owned by the Aluminum Company | 
of Canada, and they have some ships. Both of these lines carry bauxite up the 
Saguenay River and then come to Montreal in summer to load cargo. 

Mr. JackMAN: Where they fly the American flag they have to pay the 
American merchant marine standard of wages. Their cost of operation must be 
higher than it is for the Canadian ships. 
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_ Mr. Vaueuan: I think that is right. Their rates are higher than the Cana- 
dian rates. But these, both the Saguenay Terminals and the Alcoa Company 
have the advantage of carrying their product, bauxite, up the Saguenay; and, 
of course, anything they can handle that is going south as general cargo is all to 
the good. : 

Mr. Jackman: I do not see why ships owned by an American company 
should be allowed to do that. By the way, are the bauxite mines owned by the 
Canadian Aluminum Company? 

Mr. VaucHan: The ‘bauxite is used by the Aluminum Company. It comes 
from British Guiana. 

Mr. JACKMAN: I suppose the mines are owned by the Canadian company? 

Mr. VaucHan: I do not know who owns the mines, whether it is the 
American company or the Canadian company. But, getting back to the opera- 
tion of United States ships; as you know, most of the United States lines get a 
subsidy directly or indirectly on the construction or operation of their vessels. 

Mr. Harrietp: That is just the reason I was asking you about not taking 
on cargo at Saint John. Why don’t you load cargo at Saint John, and then we 
would give you the preference, because we would get a cheaper freight rate from 
Saint John. 

Mr. Vaucuan: Well, as I said— 

Mr. Hartrrecp: But if you are taking on cargo at Saint John and have to ship 
the stuff to Halifax you are going to lose out to a competing line. 

Mr. VaucHan: As I said, I will look into that and give you a report. 

Mr. JAckMAN: Mr. Vaughan, do you consider the subsidy received by 
the American merchant marine to be unfair competition, that it is holding 
you back? | ; 

Mr. VaucHaAN: There are many factors involved in that, Mr. Jackman. 
For instance, I think it would be difficult. for the United States vessels, vessels 
flying the United States flag, to compete with other maritime nations if they 
were not subsidized in some form by the United States. In a great many 
cases the United States, I understand, has constructed boats and chartered 
them to operating companies. | 

Mr. Jackman: To operating companies outside of the United States? 


Mr. Vaucuan: No, in the United States; but they do not have to pay 
the full interest on cost, as I understand it. 
Mr. JAcKMAN: These American lines are cutting into your traffic, according 


_- to the statement you made a little while ago. 


Mr. VaucHAN: Yes, the Aleoa Company cuts into our traffic very heavily, 
especially from Montreal. 

Mr. Jackman: There is no corresponding subsidy on the part of the Canadian 
government to our merchant marine, is there? 

Mr. VaucHaNn: No, sir. 

Mr. JackMAN: Then I have another question on the point which came 
up some time ago about the cost of reconditioning these two ships. If you were 
a privately-owned company with no government content whatever would 
you feel justified in going to the Exchequer Court of Canada for an inter- 
pretation of the contract to get a claim? 

Mr. VaucHan: It is difficult to say what we would do under those con- 
ditions. I think the situation with regard to these boats is a little different. 
The Canadian National West Indies Company is not a Canadian National 
corporation. We do not own any stock in it. In this case it is a question of 
charging the amount to operating expenses and returning less profits to the 
government. 
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Mr. JAcKMAN: You just manage these companies, is that it? 


Mr. Moore: I wonder if Mr. Vaughan could tell us the relative cost of 
operating steam-driven ships and diesel-engined ships? 

Mr. VaucHan: We think it is cheaper to operate these diesel vessels. For 
instance, you take a Lady boat, every day she is at sea it costs $1,947 to 
operate her. On the diesel boats the cost is $975 per day. And on these smaller 
ships the 4,500 tonners, the operating cost is $681 per day. The cost of opera- 


tion and the wages for the men, have gone up very materially. Consider an_ 


able-bodied seaman in 1939; he got $52.50. Now he will earn— 
Hon. Mr. Cuevrier: $132. 


Mr. VaucHan: He got $155 in 1947. Take the ordinary seaman as 
distinguished from the able-bodied seaman. In 1939 he got $36.75; now he gets 
$135. An oiler got $43.20 in 1939; now he gets $160. In 1948 they will get more 
because their rates have been revised upwards again. 


Mr. Rew: That was with meals and linen and everything found? 

Mr. VaucHan: Yes, they get their meals and they are paid for an 8-hour 
day. 

Mr. Moors: These diesel boats will require fewer men to operate, will 
they not? | 

Mr. VauGHAN: With ships of similar capacity they require fewer men to 
operate because they do not need so many firemen. That is where the saving 
is made. 


Mr. NicHoison: On page 6 in connection with the insurance fund I notice 
there has been some improvement during the year. Could we have some state- 
ment as to the losses paid out of this fund during the year? A year ago the 
insurance fund was $1,338,000; this year it is up to $1,560,000. 

Mr. Cooprr: In 1947 our income from investments was $38,000; profit on 
securities, $38,000; premium paid into the fund, $217,000, making a total of 
$294,000. The losses were $65,000; administration expense, $6,000. There was 
a credit adjustment with respect to unadjusted losses of $33,000, making’ the 
disbursements of the fund $38,000; the net income of the fund for the year 
therefore was $225,000. 


Mr. Hazen: Take the Chomedy and the Colborne; how much did you get 
for each one? 


Mr. Cooper: The Chomedy was sold to some firm in South America for 
$300,000. It stood in our books at $235,000. We made a book profit of $64,000. 
The Colborne was sold to some Greek interests. The net ledger value was 
$250,000 and we recovered $277,000; making a book profit of $27,000. 

Mr. Hazen: That. does not show in the statement. 

Mr. Coorrr: No, not in the income statement. 

Mr. Hazen: You show us the profit on the sale. That is the only place it 
appears on profit and loss? 

Mr. Cooper: Yes. We considered the $82,000 as profit from the sale of 
capital assets. 

Mr. Vaucuan: It is mentioned in the report. 

Mr. Hazen: I am asking for information as to why these items do not show 
under your income account. 

Mr. Coorrr: We do not think the profit on the sale of a ship which is a sale 
of a capital asset is an income item; it is a capital gain and creditable to surplus 
rather than to income, 
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Mr. Moore: I notice the government lost several of the Lady boats during 
the war due to enemy action. Does the company reccive anything for those 
losses or is that a dead loss? 

_ Mr. Cooper: In the case of the Lady Somers we recovered from the British 
Ministry of War Transport $1,800,000; for the Lady Hawkins we recovered by 
way of insurance $1,500,000; and for the Lady Drake we recovered insurance of 
$1,500,000. 

Mr. NicHotson: Each year we have some discussion on this profit and loss 
deficit item. Have any representations been made to the government during 
the year to get parliament to vote sufficient money to relieve you of this 
obligation? 

Mr. Vaucuan: Representations have been made on a great many occasions. 
We did not make any progress on it. I do not think we had it up during last 
year. We did get them to reduce the interest rate on the deficits, from 5 to 
25 per cent. 

Mr. Coorrer: That was three or four years ago. 


Mr. VaucHan: Yes, from 5 per cent to 24 per cent. Five per cent deficit 
was charged by the government for many years on deficits incurred in the 
early stages of operation. You will notice, notwithstanding that we have paid 
all this interest, we are paying substantial amounts on the principal. We have 
also built up a substantial reserve and have a new fleet. 

Hon. Mr. Curvrier: The matter has not been up for discussion since the 
statement I made in the committee in 1946—I think it was in 1946. 

Mr. NicHotson: Yes. Two years ago the minister made a statement, and 
the matter was up again a year ago. 

Mr. VaucuHan: I think it is considered that an Act of parhament would 
be necessary. 

Mr. Nicuouson: In view of the circumstances outlined two years ago, 
members of the committee thought that the officials of the company made a 
good argument and might get support in parllament for getting legislation 
passed to right an injustice which has extended over a number of years. 


Mr. VauGHAN: We have made as strong representations as we can on 
many occasions and we have got the interest reduced from 5 per cent to 
24 per cent on these deficits. There is still $9,400,000 worth of bonds out- 
standing which are 5 per cent bonds and which are not callable. If we could 
refund those bonds we could probably do so at 38 per cent, but we cannot; 
they are not callable until they expire. 

Mr. JackMaAN: Inasmuch as an Act of parliament is not required to reduce 
interest rates from 5 per cent to 24 per cent, perhaps the minister will tell 
me what the reasons were for allowing the reduction of 24 per cent— 

Hon. Mr. Cuevrier: The question of interest is not one handled by the 
minister, it is dealt with by the officers of the Finance Department. I think 
you are familiar with that; it was discussed last year. What Mr. Nicholson 
has in mind is pretty much the same thing as the recapitalization of the 
Canadian National Railways. 

Mr. JAcKMAN: I think the deficits are on a different footing. 

Hon. Mr. Cuevrier: There is not a great deal of difference between that 
and the wiping out, for instance, of arrears of interest of a government 
agency such as the National Harbours Board or a Crown company, if that 
is thought fit; but the Department of Finance, which is chiefly responsible 
to the government for the financial position, has taken the view they should 
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not do it. The reasons I gave are set out in the report of the committee in 


1946, and it has not been up for discussion as far as I am aware, in the 
interval—certainly not in 1947. 

Mr. Nicuoison: As Mr. Jackman points out, it is a different category. We 
paid a subsidy of $840,000 per year prior to the Canadian National Steamships 
company being set up, and it is not fair that such a large deficit oe be 
allowed to accumulate without something being done. 

Hon. Mr. Cuevrrer: The Department of Finance officials do not think SO. 

Mr. Hartrietp: It is all one family. 

Hon. Mr. CHeEvrier: Yes. 

Mr. Locxuart: With regard to this balance sheet and the income on 
operating expenses and revenues, Mr. Vaughan, are all your inland services 
included in this? 

Mr. Vaucuan: No, sir, this is just the West Indies Steamships. 

Mr. LocxHart: There is nothing else? 

Mr. VaucHan: Nothing else. 

Mr. JAckMAN: Mr. Cooper, as much as you do not take any capital profit 
arising from the sale of the two ships, do you think it was reasonable to load 
last year’s operating expenses with the full $700,000 representing part of the 
cost of reconversion of the two Lady ships? 

Mr. Coorrer: I think you have a point there; we gave it some thought. I 
think some portion of the cost could have been charged to profit and loss or 
depreciation reserve, but we stated our accounts on a conservative basis. 
We had this $700, 000 to pay out during 1947 and we dealt with it as an 
operating expense. 

Mr. JAckMAN: Looking over the statement on page 8 of operating expenses 
where does one find the $700,000? Is it in the voyage account? 

Mr. Cooper: Yes, it 1s in the voyage account. 

Mr. JaAckKMAN: That is rather odd, is it not, to include a capital recon- 
version expense in a current operating account? 


Mr. Cooper: Well, it is really overhaul—delayed or deferred maintenance, 
if you wish. It is definitely an operating expense. Some portion of it could be— 


Mr. JackMAN: Is it not a capital expense rather than an operating expense? 


Mr. Cooper: Well, it is putting the ship back into condition; it is not 
improving the ship. It is putting it back into a serviceable condition. Basically 
it is an operating charge. Some portion of it might be assigned to the prior 
period, but it would add up to the same thing. 


Mr. JackMAN: What I had in mind is that certain private yachts and other 
small craft turned over to the government—I think in many cases free of charge 
—were returned to the private owners fully reconditioned. and that expense was 
borne by the government. Would it not have been fair if the government had 
returned your ships fully reconditioned or given you a sufficient sum to recondi- 
tion them yourselves? 


Mr. Cooper: You must remember that during the war they paid us a 
charter hire which was intended to cover interest, depreciation and management 
expense. Now, the dry-docking of the vessel which ordinarily would have taken 
place during the war years had to be deferred because the ship had to be kept 
running; and to the extent that work was considered a charge against the owner 
(because he had received charter hire for it), the contention was, (and I think 
there is considerable justification. for it) that the shipping company should 
assume a portion of the reconditioning expense. The government figured they 
should pay $1,300,000 and the balance should be charged to the owner. 
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Mr. JACKMAN: Without being critical of the accounting procedure, and 
having the benefit of hindsight, what really happened was that you did not set 


up enough charges against these vessels during the war years. It costs far more, 


considering the increased cost of reconversion at the end of the period, than had 
been estimated. Is not that the case? 

Mr. VauGHAN: It is fair to say, I think, that when these ships went into 
dry-dock for the reconditioning it was found there was a lot more wear and tear 
on the ships than we expected. I believe that would have occurred whether 
the boats were in the service of the government or not. There were a great 
many deck plates and partitions and such things which had gone to the point 
where they absolutely had to be renewed. Probably, that would have taken 
place whether the boats were in the service of the government or not. These 
defects were not apparent until the boats were opened up. 

. Mr. Harrietp: I should like to ask why it takes your boats twice as long 
as your competitors’ boats to lead at ports? Why is that? 

Mr. Vaueuan: I do not think that is a fact, it does not take longer. 

Mr. Harrtretp: I beg your pardon? | 

Mr. Vaucuan: I think it takes about the same time to load our ships as 
it does any other boats loading similar cargo. 

Mr. Hatrietp: You hold your boats ten days and the Alco boats come in 
and load in two days. 

Mr. Vauauan: As I said before, Halifax is the home port of our boats and 
New York is the home port of the Alco boats. We have to do general work on 
our boats in Halifax since the voyage is terminated there, but they do their 
work in the United States. | 

Mr. Emmerson: Is it not generally considered to be a fact that it takes a 
longer time to turn a ship around in Halifax than it does in Saint John? Does 
it not cost you more to operate out of Halifax than it does in Saint John? 

Mr. VaucHan: There is quite a controversy between Halifax and Saint 
John as to which is the best port to use. 

Mr. Hatrietp: Your boats do not get service? 

Mr. Vaucuan: Our boats run on a schedule and. the other boats do not 
always run on a schedule. These boats arrive at and depart from the islands 
on scheduled dates. Sometimes the boats are behind time due to labour 
conditions. | 

_ Mr. Emmerson: Do you find it takes a longer time to handle a cargo in 
Halifax than it does in Saint John? 

Mr. Vaucuan: I believe during the war period it did. 

Mr. Emmerson: I am thinking of this past winter and a year ago. 

Mr. Vaucuan: I do not think so. I would say conditions are about the 
same. We take on a great deal more cargo at Halifax; that is where our boats 
take on their principal cargoes. 

Mr. Harrietp: I think it costs more in Halifax. I have watched them load. 

Mr. VaucHAN: The stevedoring rates are the same. 

Mr. Emmerson: The rates are the same, but the amount of work may not 
be the same. 

Mr. Hazen: May I ask one question? Perhaps it is a minor one, but I do 
not understand it. The consolidated income account shows a surplus of 
$522,677.07. I just happened to be glancing at the auditor’s account and he 
shows the surplus as $523,000. There is a difference of one thousand odd. dollars 
and I am wondering how that comes about? 
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Mr. Cooper: You will have to ask the auditor about that. 

The CuHairMAN: Could we ask the auditor about that when he is on the 
witness stand? 

Mr. Jackman: I have no background of the earnings of the other shipping 
companies— 

Mr. Cooper: I can answer the question now. We show the precise figure, 
$522,677.07 and the auditors say, “For the purpose of simplified reference, the 
amounts shown in this report in connection with the West Indies Steamships 
as well as the railways are to the nearest thousand dollars.” 


Mr. JAackMAN: Mr. Vaughan, I have no background of the earnings of other 
shipping companies, but were they generally lower last year? In this case, you 
had an increase in operating revenues; your ships were fully loaded; your 
passenger lists were filled and yet you show a substantially less amount of 
earnings than the previous year. Do you feel satisfied with the work of the 
management of the Canadian National (West Indies) Steamships Line? 

Mr. VaucHan: Yes, I think the Canadian National (West Indies) Steamships 
Line is very well managed. It is handled by experienced men. Of course, there 
is seven hundred odd thousand dollars in there for the reconversion of these 
boats. There are, tremendously increased costs of operation but our situation 
is in line with all other steamship companies. 

These expenses are watched very carefully. There have been unusual 
operating conditions in the West Indies; labour conditions have been very bad; 


there have been strikes at the ports of call and the cost of handling has gone up 
tremendously. 


Mr. JackMan: Have you not raised your freight or passenger rates? 

Mr. VAuGHAN: Yes, we have raised both the freight and passenger rates to 
try to meet that situation. Our freight and passenger rates are comparable 
with the rates out of New York for similar destinations. ; 

Mr, Jackman: Apart from the $700,000 charged for the reconditioning, ‘it 
was not a very satisfactory year in view of your volume, or do you think your 
profits in the war years and the first post-war year were rather exceptional? 

Mr. VaucHaANn: During the war years, Mr. Jackman, the expenses were not 
nearly as high as they are today. They do not compare with expenses today 
both in respect to wages and the cost of material, nor did we experience the 
labour troubles in the West Indies islands which we have at the present time. 
I do not know whether we have the charge for handling which applies in the 
West Indies islands, but at some of those islands it cost us $6 a ton to handle 
freight. 

Mr. JACKMAN: Is it a fact that some of the ships were under charter to 
other parties? They were not under charter to the government? 

Mr. VauGcHAN: No, sir. 

Mr. JACKMAN: To private parties? 

Mr. Vaucuan: To outside parties. 

Mr. JACKMAN: You made more money by leasing your ships to private in- 
terests than you did operating them yourselves? : 

Mr. VaucHan: I would not say so. We had some ships chartered this 
winter and we did not do very well on them. 

Mr. Poutror: Your freight rates must be quite similar to those of com- 
petitive companies? | 

Mr. VAUGHAN: Yes, they are similar. 

Mr. Poutior: When someone uses your ships for shipment, it is due to the 
fact the service received from your company is appreciated? 
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Mr. Vaucuan: We hope it is. We think so, yes. 

Mr. Poutior: It must be so. 

Mr. McCutuocu: I move the adoption of the report. 
Mr. LaronTarne: I second the motion. 

Carried. 


The CHAIRMAN: Gentlemen, the minister will have to be in the House this 
afternoon, because the House is considering the freight rates question. Could 
we take his estimates next? There are just three items. 


Hon. Mr. Cuervrter: There are three small items which are taken from the 
committee of supply and referred to this committee. There is vote 502, the 
Maritime Freight Rates Act. It is a vote of $4,280,000 which covers the 20 per 
cent reduction in the tariff of tolls on freight movements over the Canadian 
National Railways lines only in the preferred territory. 

The CHarrMAN: We are considering item 502 on page 74 of the estimates 
for 1949. 7 

Hon. Mr. Cuevetrer: This year it amounts to $4,280,000, and last year it 
was $3,042,000. Then, perhaps you will remember, in a further supplementary 
prior to March 31, 1948, there was another small sum voted. 


Mr. Rew: Will this 21 per cent increase in freight rates mean the country 
will be paying less under the Maritime Freight Rates Act? 

Hon. Mr. Cuevrier: It will mean an increase in the amount to be voted 
under the Maritime Freight Rates Act. 


Mr. Reiw: The consumer will pay 21 per cent more under the Act plus the 
addition here? 


Hon. Mr. Cuevrier: Not plus the addition; this has no reference at all to 
the increase in freight rates. 3 


Mr. LocxHart: That is an additional amount which will be added on top 
of this? ¢ 

Hon. Mr. Cuevrier: Yes, it is statutory. It is provided by the Maritime 
Freight Rates Act. 

Mr. Rep: This is to take care of the difference between the normal toll 
and what the railways consider it costs to carry the freight? 

Hon. Mr. Cuevrier: No, the Maritime Freight Rates Act, section 9, which 
is somewhat lengthy but which perhaps can be paraphrased this way says; if it 
costs a dollar to move an article in the preferred territory, 80 per cent of that is 
paid by the shipper and 20 per cent is paid by the government. The Canadian 
National Railways get the dollar. In other words, the railways get the normal 
rate, but the difference between the normal rate and the subsidized rate is voted 
by parliament. 


The CuarrMan: Shall vote No. 502 carry? 
Carried. 


What about vote No. 503? 

Hon. Mr. Cuevrier: It is for the same thing except that it is for other rail- 
ways in the preferred territory. 

Carried. 


The CHairRMAN: There is another item, vote No. 557. 

Mr. Nicuotson: I thought votes Nos. 498 and 499 were to be referred to this 
committee. There was a request a year ago or so that the Hudson Bay Railway 
Company be referred to this committee. 
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Hon. Mr. Curvrier: Those items have never been referred to the committee 
because there was no provision for it. A request was made a year or two ago 
to have a full discussion of the Hudson Bay Railway. We brought Mr. 
MacLachlan, who is manager of the railway down to Ottawa so. he might be 
examined. There was no request for that this year. It is a rather costly thing 
to have him come all the way from Churchill or The Pas. 


Mr. Nicuoison: I think he has only been here once. I have not any ques- 
tions to ask, particularly, this year, but I imagine it would be in order to ask 
questions of the Canadian National Officials? 


Hon. Mr. Cuevrrer: I doubt whether those officials are ready to reply to 
questions concerning the Hudson Bay Railway. Mr. MacLachlan, who is the 
manager, 1s fully familiar with the details. There was a specific request that 
be be brought here a year or two ago. The custom over the years, has been to 
refer only these three votes to the committee. I do not see how you are going to 
be affected in any way. If you wish to ask any questions which I can answer, 
I shall be glad to do that. If I cannot answer you here, I will be ready to do so 
in the House when the estimates are being considered. : 


The CHarrMAN: We are considering vote No. 557. Shall it. carry? 

Hon. Mr. Cuevrier: This is concerned with the Prince Edward Island Car 
Ferry deficit. 

Mr. Hazen: I do not know whether you are correct in calling it a deficit. 

The CHarrMan: It is to take care of that deficit. Shall it carry? 

Carried. 


Then, we have the Canadian National Railways Securities Trust. 


THE CANADIAN NATIONAL RAILWAYS 
SECURITIES TRUST 


OrTawa, 19th February, 1948. 


The Honourable Lionel Chevrier, K.C., M.P., 
Minister of Transport, 
Ottawa. 


Sir,—In conformity with Section 23 of The Canadian National Railways 
Capital Revision Act, 1937, the Trustees submit the following report of the 
transactions of The Canadian National Railways Securities Trust for the 
calendar year 1947. 

The book value of the capital stock of the Securities Trust has been decreased 
during the year by $1,885,469.41 due to the following capital losses charged to 
Proprietor’s Equity and in respect of which His Majesty has not made cash 
reimbursement to the Railway :— 


Abandonment of 12-21 miles of line, Trelle Junction to Morinville. . $ 106,034 46 
Retirement of Victoria; B.C: Dock Property... 2.3 00. . 246,582 22 
Retirement of Canadian Lines’ Rolling Stock PCAUIPMNEN teen ue. Soe 1,532,852 73 


$1,885,469 41 


There were no transactions during the year affecting the collateral securities 
held by the Securities Trust. 


The Trustees present herewith the Balance Sheet of the Securities Trust 
as at December 31, 1947. 


(F, P. VARCOE,) 
For the Trustees. 
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The CuHarrMAN: This is a very short report. Are there any questions? 


Mr. JAckMAN: This first page simply means that, owing to the abandon- 
ment of 12 miles of track, and certain retirements, $1, 885, 000 is taken from the 
debt of the government and transferred to the private account. 


‘Mr. Cooper: The amount of $1,885,000 covers three items. It is not 
restricted to the abandonment of the 12 miles. 


Mr. Jackman: No, it is transferred from debt to the proprietorship account. 


Mr. Cooper: It is written out of the investment account and charged 
against the shareholders’ account, which is called the proprietor’s equity. 


Mr. JACKMAN: Does it make for-a lessening of the debt? 

Mr. Coorrr: No, it results in a reduction of the proprietor’s equity 
Mr. JACKMAN: That is just a loss? 

Mr. Coorrr: It is a capital loss. 

Mr. JAcKMAN: It is lost sight of? 


Mr. Cooprr: It is not lost sight of; it is reported to parliament and -it is 
in the record, There is no concealment about it. 


Mr. JAcKkMAn: Not this year, but after we adopt this there might bé. 


Mr. Coorer: The proprietor’s equity account is reduced by this amount 
and that is the eud of it. 


The CuatrMan: Are there any other questions? 

Mr: Larontarne: I move the adoption of the report. 
Mr. Emmerson: I second. 

Agreed. 

The Cuairman: Now, we have the auditor’s Secore 


_ Mr. Emmerson: Mr. Chairman, what about the Canadian National 
Steamship budget? 


Hon. Mr. Curvrmr: That was passed yesterday. 


Re VAUGHAN: It was on the last page and the capital charge was very 
sma 


Hon. Mr. Cuervrier: I was not here yesterday having had 6 be in the 
House, but I am informed that it went through with the budget of the C.N.R. 


Mr. JACKMAN: As a matter of form it did not, but I-do not object. 
The CuarrmMan: We will proceed with the auditor’s report. 


Mr. O. A. Matthews, of George A. Touche & Company, Chartered 


Accountants, called: 


The CHatrMAN: Gentlemen, this is quite a long report and I do not believe 
that it is necessary to read it all. Perhaps Mr. Matthews could take a para- 
graph, or a section, or a page at a time and the members may ask questions. 


_ Hon. Mr. Cuevrier: Perhaps Mr. Matthews might give us the highlights. 
This is a pretty difficult document to follow; it is very technical, but of course 
I have no objection to it being read. 


Mr. NicuHotson: I think we are making very good progress and I do not 
see why Mr. Matthews should not take the time to read the report. 


Mr. McCuttocu: Time means nothing. 
Mr. JACKMAN: Well, you may be excused. 
Mr. McCuuiocu: I am not taking any back talk from you. 
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Mr, JACKMAN: Time may be nothing to you but it is to me, and this is a 
most important matter before the committee. 


- Mr. Nicuouson: I think it is unfair that goverriment members of the 
committee should rush us constantly. I think the member for Rosedale is quite 
in order in the comment he has made. 


Hon. Mr. Cuevrier: There has been no rushing. 


Mr. NicHotson: There have been rude remarks passed as we have been 
proceeding. 
Hon. Mr. Curvrter: I have not made any rude remarks. 


Mr. NicHotson: No, but I think there have been a number of rude remarks 
that have been uncalled for. 


The CuHatrMaNn: I have tried to work with the committee. I do not know 
whether you were here yesterday at 4.00 o’clock, Mr. Nicholson, but I suggested 
that the committee should give me some advice as to when I should ask the 
Trans-Canada Air Lines officials to come before us. I was asked by the 
minister when I needed his officials. I discussed the matter with the committee, 
and the committee thought we would finish the Canadian National Railways 
today and that we would be able to hear the Trans-Canada Air Lines officials 
tomorrow. One of the officials had to come from Winnipeg and the necessary 
arrangements were made. I hope I have not tried to rush things. I have taken 
the committee into my confidence as I knew the situation, but I must have some 
assistance at times. We have the rest of this morning and this afternoon to 
discuss the auditor’s report and surely that cannot amount to crowding. 


Mr. NicHotson: I am not complaining but I think, as a matter of policy, 
when parliament expects us to review the business of the railway, that govern- 
ment members should not try to rush these matters through. 


The WiItNEss: 


The Honourable the Minister of Transport, © 
Ottawa, Canada. 


Sir:—Under authority of Section 13 of The Canadian National-Canadian 
Pacific Act, 1936, and Chapter 12, 1947, “An Act respecting the appointment of 
Auditors for National Railways,” we have audited the accounts of the Canadian 
National Railway System for the year ended the 3lst December, 1947, and we 
now submit, through you, our report to Parliament. In the aforementioned 
Section 13 of the 1936 Act there is a specific direction to the Auditors that “Their 
annual report shall call attention to any matters which in their opinion require 
consideration or remedial action.” 


Audit Certificate 
Our Audit Certificate, appended to the 1947 accounts published by the 
Railway, sets forth the two specific qualifications we make to the Financial 
Accounts, i.e., 
(a) The acceptance by us of the total amount of the Investments in Fixed 
Properties and Equipment as brought into the System accounts at the 
Ist January, 1923, from the books of the several Corporations and the 
Canadian Government Railways, and 
(b) In respect of the Canadian Lines, the application by the Railway of 
depreciation accounting for Equipment only from the 1st January, 1940, 
and the continuance of retirement accounting for Fixed Properties. 
The reference to Contingent Liabilities in the body of the Consolidated 


Balance Sheet is supported by a schedule setting out, inter alia, the principal 
qualifying factors in the capitalization of Pensions. 
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Summarized Outline of this Report 


Supplementing our Audit Certificate appended to the 1947 accounts published 
by the Railway, we submit for the information and consideration of Parliament 
our comments under the following captions: — 


Report 
Consolidated Income Account: Folio No. 
Deficit: for -“V eay 1947 ak oe rote ae ee an eae Pee ie oe 4 
Wage and Material Costs vis-a-vis Transportation Rates and Traffic Volume 4 
Pixed® Charged 20 tia gy Maus ieee eee eet aig ic eee a ea a are 4 
Depreciation ‘and: Maintenance #5 8a. < a0 tee eee eatin eee ee eto oo) 
Future Replacement Costs of Railway Facilities .................-2 0 eens 5 
Contingencies of Railway Obsolescence yo... oe «sete ince ne oe ee 6 
Insurance Premium Charges and Fund Operations :2.........3..0.02.5.- 6 
Pension Charges vis-a-vis Actuarial Accrual Estimates .................. xz. 
PAROS sin ace cage ede oo5 Re Hho oon ve gato nateatn ey Daan Ante hia: se OR CU a, Eee ee 8 
aN} (21 1 alan a aan ee GP TENN whe Pits, - Sear RE MRA Sir PI Se eo ok 8 
Decline in Market Values of Owned Securities since the 1947 year-end.... 10 
Capital: Stocks; Liabilities and Reserves a ance we see ee ee ak See 10 
Dominion, of Canada—Proprietors-Kquitys: -. aku eee en oe ee Bl 
National Utility Value of the System to the Dominion.................. 12 
Major Contingent Liabilities including Capitalization of Pensions........ 12 
Foreign, Hxchangée Conversions: 2500). <tc pate 2 re nee ee ee ie tee es 13 
Basis’of Accounting -Consolidation Lug this iano tte ot ee ae ae eee 13 
Previous -Years’ Recommendations:-to “Parliament. .s0. sass vee. es caeeaae 14 
General: Scope orc Andits 4 oot < siete ore tc saines 4a call nee Ga cL een I ane oe ae 14 
Canadian National Railways Sécurities. rustic ose cose oe ee eee 15 


Consolidated Income Account 
Deficit for Year 1947 
The Deficit amounting to $15,885,000 for the year 1947 is summarized 


hereunder :— 
Surplus after making provision for the general expenses of operation 


but before Fixed Charges and Depreciation ..................-- $48,433,000 
esses xed “Charges cs hax 62 ch hee oe Oe ere ds eee a 45,926,000 
Supplus before Depreciation. =o. 0205s en ee ee eee $ 2,507,000 

Less: Depreciation of System Equipment and United States Lines 
Depretiable: Fixed) Properties? aac eae et ee 18,392,000 
Deficits sy oar 3s) Pe a ae oe eee nt oe ea $15,885,000 


Wage and Material Costs vis-a-vis Transportation Rates and Traffic Volume 


The general expenses of operation consist largely of wages and materials 
which continued to increase during 1947 to a new high level, without com- 
pensatory return in 1947 through increased transportation rates for domestic 
traffic on the Canadian Lines similar to those granted by the Interstate Com- 
merce Commission to the United States railways. As a consequence, the 
operations resulted in a Deficit for the year notwithstanding that the over-all 
traffic volume and related Operating Revenues of $438,198,000 were the great- 
est in the peace-time history of the System. Failing a realistic recognition on 
the part of all interests involved and some long-term levelling out of this 
form of maladjustment, we suggest to Parliament that the problem could develop 
over the years into one of concern to the Dominion, and more particularly so, 
should any serious recession from the present level take place in traffic volume. 
Our reference here is to the Dominion solely in its capacity as owner of the. 
System—not to its inherent position in the broad economics of Canadian 
transportation rates vis-a-vis Canadian domestic and export trade. 


At the date of this report no decision has been made public by the Board 
of Transport Commissioners for Canada in connection with the recent hearings 
on freight rates for domestic traffic on the Canadian Lines. To whatever 
degree the Canadian Railways’ request for increased domestic rates is granted 
to supplement the previously increased international and special import-export 
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ee it will be of aid to the National System, but the extent to which such 


- “aid will provide any long-term solution of the System’s economic problems will 
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depend not only on the proportions of the domestic award, but also on the 
future trends of the System’s basic operating costs, fixed charges and traffic 
volume. 


Fixed Charges 


Fixed Charges through the Income Account, shown in the foregoing sum- 
mary and in accordance with the principles defined by the Interstate Com- 
merce Commission, cover Interest on Funded Debt held by the Public, Interest 
on Loans from the Government, Interest on Unfunded Debt, Amortization of 
Discount on Funded Debt and Rent for Leased Roads and Equipment. The 
ratio of Fixed Charges to Operating Revenues was 10:5 per cent. We would 
again call to the attention of Parliament this disproportionate ratio of Fixed 
- Charges as borne by the National System in comparison with other major 
railways in North America. 

Interest on Funded Debt averaged 4:10 per cent and Interest on Loans 
from the Dominion oem 2:90 per cent or a composite rate of 3:45 per 
cent at the year-end. 
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Depreciation and Maintenance 

In respect of “depreciable” Fixed Properties—defined in the 1943 Order 
of the Interstate Commerce Commission as including bridges, buildings, stations, 
shops, ete., but excluding eee structure—depreciation provision in the com- 
posite rate of approximately 12 per cent has been made during the year for 
the United States Lines of the System in accordance with the 1943 Order 
whereas the Canadian Lines take up through Maintenance of Way and Struc- 
tures accounts the loss of service value at the time of replacement or retirement. 


Mr. JAcKMAN: May I interrupt just there. What was the amount, at 
14 per cent, for depreciation on:this item on United States lines, and what was 
the amount. of depreciation through retirement on the gross amount of the 
Canadian profits? 

Mr. Marruews: Your first question was, how much was charged in deprecia- 
tion on the National Lines? 

Mr. JACKMAN: What was the value of the property in the United States that 
would be depreciable fixed properties; and, second, what was the amount of 
depreciation at that rate you give—150 per cent? 

Mr. Marruews: Your first question, Mr. Jackman, as to the property value 
subject to depreciation on the United States lines is 867, 739,000;; and the amount. 
~ accrued was $952,000, for an average of 12 per cent. 

Mr. Jackman: And in Canada we Hae depreciable property of, how much? 

Mr. Marruews: I could not tell you that, Mr. Jackman. There has never 
been a valuation inventory taken. You see, in the United States under the 
Interstate Commerce Commission regulations the property has to be valued: for 
depreciation purposes. We have no such figure for the Canadian property. 

Mr. JAckMaAN: Is there any breakdown of office accounts for the Canadian 
National system setting forth the book value of the depreciable fixed properties? 

Mr. Marruews: Is there—what? 

Mr. JACKMAN: Of the fixed properties. I think that is what you call it. On 
the ones which correspond to the depreciable fixed properties under the LC.C. 
regulations. 

Mr. Marruews: There have been no valuation figures prepared for the 
Canadian company similar to those in the United States, Mr. Jackman. They 
are not available. 
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Mr. JacKMAN: Could we not make an estimate? Let us say 10 per cent of — 4 
the system operates in the United States and 90 per cent of it is Canadian. 


Would it be a fair assumption that the depreciable property in Canada would 
be—first of all, what is the proportionate amount in the United States and in 
Canada? : 

Mr. Marrunws: Well, that would be a guess, the amount of the structure 
in Canada as compared with the Grand Trunk Western and the Central Vermont; 
and that would not necessarily be comparable in‘Canada because of construction 
and other factors which might mean quite a difference. But I suppose you might 
make an estimate for your own purposes if you care to, taking if you like the 
mileage in the United States, and if you want to use that as a basis of comparison 
I suppose one might do so but we would not care to make an estimate of what the 
amount is, Mr. Jackman. But you could take the trackage of the United States 
lines in relation to the system here. 

Mr. Jackman: What is the relationship between the trackage in the States 
and in Canada? , 

Mr. Marrunws: The total mileage of the Canadian National Railways 1s 
93,473; of that mileage 21,687 miles is in Canada and 1,786 in the United 
States. That would be about 8 per cent. 3 

Mr. Jackman: That might not be an unfair figure to take for depreciable 
properties in ‘Canada as a basis for a broad general estimate. : 

Mr. Marruews: You have a different situation in Canada, but on a mileage 
basis you might do it that way. 

Mr. Jackman: How much is set aside as equivalent for depreciation in 
Canada on fixed properties through the retirement policy of depreciation? 

Mr. Marruews: You mean, how much was charged to the operating account 
for the retirement of properties on the National system? | 

Mr. JackMAN: Yes. I am trying to get the corresponding figure for the 
Canadian lines as against the $952,000, which had to be set up under the I.C.C. 
regulations in the States. 

Mr. Marruews: Well, the amount of retirement charged to maintenance 
of way and structures in 1947, was $881,509. That is principally the Canadian 
lines. That covers both retirements and replacements, and that would be 
described largely as depreciable fixed properties. 

Mr. Jackman: Would that not be the method by which we cover depre- 
ciation on our road properties in Canada as against depreciation accounting? 


Mr. Marruews: Yes. There is no depreciation accounting for fixed properties 


in Canada. 

Mr. JackMAN: As auditor of the system, Mr. Matthews, what do you think 
of the L.C.C. regulations requiring $952,000 to be set up for deprecation of the 
properties which are set out on the books at $57,000,000, in the States, and 
only $881,000 being set up for deprecation through this retirement and replace- 
ment policy against properties which perhaps have a value in the neighbourhood 
of $7000,000,000 in Canada? 

Mr. Marrurews: Mr. Jackman, I think you heard the expression of opinion 
last year. You will recall that there is a difference of viewpoint on this between 
the railway management and ourselves. We have stated our opinions in this 
matter since we were first appointed auditors under the C.N. Act; and you had 
an opportunity last year of hearing the railway’s views. I think so far as we 
are concerned we have nothing to add to what we have already said; excepting 
that with the passing of another year we feel that we have to consider the fact 
that we are living in fast changing days. On the Canadian National Railways 
system account I would like to state again as I have stated on other occasions 
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and made clear in our 1946 report, all properties are kept at a high degree of 


efficiency, but there is a point at which we as auditors of this property on report- 


ing to parliament feel that we have to look at the thing in a light broader than 


that. In these days there are three fundamental interests in all enterprises; you 


have the owner, you have labour and you have the customer. Each one with 


an individual interest to serve. There was a time when the owners of businesses 


took some pride in talking about their profits. Today there is a tendency on 
the part of the management, especially on account of inflationary conditions 
of one kind or another, to offer apologies for profits. You will find any number 
of these companies in the States today attempting to explain why their profits 
are so large. You will see them taking their profits over a year that may have 
been in some cases double the previous year; you find that they take an apologetic 
attitude, and they will try to explain to their stockholders that based on the 
volume of 1939, or some other year they are making no more profit on turnover 
than they did then. So we turn then to labour. Labour these days first of all 
are concerned with the factors that they find in the family budget. They have a 
cost of living. They in turn look at these profits. Management also has in mind 
that labour will be kept informed as to what these conditions are. The customer, 
he gets his bill for merchandise or for transportation or anything else and he 
looks at it from his point of view. 

All this leads us to the conclusion in this day that it is important for all 
enterprise; and the Canadian National Railways we think is no exception simply 
because it is government owned; that all costs should be set out in their annual 
statement for the benefit not_only of their stockholders but many other interests 
who read this. So we feel that on the matter of depreciation today, in view 
of the fact that replacement costs are rising so rapidly—there again if anyone 
cares to read the account for the large companies in the United States, they 
are telling their stockholders in some cases of the fact that they are working 
under an inflated dollar on the one side and they are only charging out the 


use of the facilities on the basis of its cost, which in many cases is not more than 


half of what it would cost them to replace. The result of that has been this; take 
the steel companies, for instance, they have gone so far as to state in their annual 
report that in addition to depreciation they had made appropriations out of in- 
come to supplement depreciation charges to offset the inflated dollar that they 
are taking in their sales. And for that reason we feel, together with the fact that 
in the transportation field there is a need from time to time to appeal to govern- 


ment authorities for adjustment of freight rates and other requirements of 


revenue, there is a continuing need to. negotiate with labour; and our feeling is 
that the costs, all costs on operating any property should be set out in the 
accounts of the companies today with greater need than ever before because of 
those factors to which I have referred. Depreciation is one of them. In the 
railway field as in other heavy industry fields the matter of cost of the use of 
your facilities per dollar of revenue is considerable, and for that reason it is 
of greater importance that the account should state with the fullest clarity the 
costs that are involved in the performance of the service for any given year. 
And our view is that as equipment has already depreciated, so also are there 
equally good arguments for some form of recognition of cost for the use of the 
large units of fixed properties in any enterprise. For that reason we again 
recommend to parliament on our report that the matter of depreciation of fixed 
properties be given further consideration. 


Mr. Jackman: Am I clear in understanding then, Mr. Matthews, that in 
place of depreciation reserves which are not being charged against operations 
that under the accounting methods of the National system in Canada the 
equivalent of depreciation is a loss of service value when certain ways and 
structures are replaced; and then the result of that would be setting up as a 
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reserve certain sums. Now, Mr. Chairman, I wonder if somebody would answer 
this question. If the railway were not practically forced to use all of its available _ 
equipment of ways and structure because of the highest volume of traffic in its 
history would there not have been more retirements and replacements, in which 
place the reserves instead of being $881,000, would be a very substantially 
greater amount; and that is brought about by conditions of operation rather 
than by election on the part of the management itself. If we were in more 
normal times would there not be a great deal more charged to replacements. and 
retirements? 


Mr. Marruews: It naturally follows, Mr. Jackman, that when operations 
are close to capacity that all the railways’ facilities will be maintained as 
against the condition where there was not such a full capacity; and I think the 
natural result would be, looking back over the years, that there would. have 
been ‘higher retirements in any given year during which time the traffic was 
at a high level such as we see today. 


Mr. JAcKMAN: What deduction should parliament take from the fact that 
out of depreciable properties in the states of $67,000,000 counting a reserve of 
$9,250,000 which has been set up under I.C.C.—and $67,000,000 only represents 
less than 10 per cent of the total properties of the system—against the other 
90 per cent only $881,000 has been set up through this policy of retirements and 
renewals, and the 90 per cent is a lesser amount set up in Canada than is the 
10 per cent; what deduction must parliament draw from that? 


Mr. Marruews: Just the fact that depreciation charges are not made on the 
Canadian lines. 


Mr. JAcKMAN: Or any other charge which would in the aggregate amount 
to anything near a corresponding charge to the 12 per cent depreciation charge 
under the I.C.C. rules? : 


Mr. MatrrHews: That is right. 


Mr. JaAcKMAN: In other words, against the $67,000,000 in the states you 
have depreciated $952,000 and under our system in Canada against properties 
equal to 90 per cent or more, we have set up only $881,000 as depreciation 
through the retirements and renewals account; that is the fact, is it not? 


Mr. Marruews: It is not set up as depreciation; it is a factual write-out 
of a property that has been retired without the loss of the service at all. 


Mr. JacKMAN: It is fair to say that the retirements and renewals principal 
is simply in lieu of depreciation; there is no other account of depreciation on 
the ways and structures; is not that so? 


Mr. MatrHews: That is right. 


Mr. JackMAaN: May I ask a question with regard to uniform accounting 
which we have under the I.C:C.? Some years ago, when we went into this 
matter fully, two reasons were given either by the auditors or the management 
for not desiring to adapt I.C.C. accounting in Canada. Those two reasons 
were, first of all, that the American roads had adopted it partly because of 
their large wartime earnings; they wanted to be able to charge up as much 
as possible; and flowing from that was the fact that the experience of the 
states with depreciation accounting on ways and structures was fairly new, and — 
it was desirable to see how it worked out before we gave-further consideration 
to it in Canada. The second reason was that owing to the shortage of clerical 
help during wartime it was not desirable to have ta channel a lot of the staff 
of the railway accounting system into setting up a property account which 
would be subject to depreciation? 

Mr. Matruews: Yes, we said that several years ago. 
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Mr. Jackman: May I ask you what is your feeling in regard to the 
experience in the states during the passage of the years? Has the system 
worked out satisfactorily there? 


Mr. Marruews: The Interstate Commerce Commission have given no 
intention whatever that they are going to abandon the rule that they set in 
1943. In 1928 the Interstate Commerce Commission set up a set of regulations 
for depreciation that were models of perfection in theory, but it took them from 
1928 to 1943 before they finally made them effective. Now, that is five years; 
and, as I say, we know that no indication has been given by the Interstate 
Commerce ‘Commission that they intend to revoke the decision they made after 
at least fifteen years of study and negotiations between the American railroads. » 


I have heard it said many times that the American railroads opposed 
depreciation accounting on fixed properties because of their earnings position 
and that they were agreeable to it from a tax point of view by 1943. Be that 
as it may, the fact still remains that there is a depletion of life in a fixed 
property or any other enterprise. You will hear it sometimes said that you 
fix a rate of 2 per cent and after forty years the building may be in as good 
a condition as it was when you built it; but there does come a time when because 
of the fact that the strueture—any kind of structure—has worn out, it may be 
of no further value economically. We sce that in many instances. Take the 
case of the C.P.R. hotel in Vancouver as an example. That hotel would stand 
- for a hundred years, but the fact of the matter is that it has ceased to be a 
hotel as was originally intended. So the fact of obsolescence is a very important 
thing in this question of depreciation. In fact, the I.C.C. in their reference 
to depreciation makes reference to obsolescence. 


Mr. JAcKMAN: Do they use that obsolescence as a component of their 
factor of depreciation in their system? 


Mr. Marrusws: In effect; because in making reference to the basis of 
depreciation they set out the elements of wear and tear of other elements, 
including obsolescence. This factor of loss-of-service value is not related 
only to wearing out, and in these changing days obsolescence is becoming more 
and more a factor that an enterprise must take into account in looking at annual 
costs of operation. I think that it should be said, however, that the section 
of fixed properties that is known as track structure is handled on a very con- 
servative basis. The I.C.C. do not provide depreciation as such for ties, rails” 
and other track material and ballast; but what they do require—and the 
Canadian lines follow that—is that when a line of track is taken up, say it 
is 100-pound rail, they relay 100-pound rail. The charge to operation is added 
to its current cost. So you see to the extent of track structure replacement it 
will take care of this very well. But it is in respect of the so-called depreciable 
fixed properties as’ defined by the I.C.C. that we have consistently kept before 
parliament the need to give this matter consideration; and we are more 
persuaded of that today than we have ever been before because of change in 
conditions. We never can forget that whilst it may be said that the Canadian 
National Railway accounts are never taken as a basis, the fact remains that if 
we are going to talk about costs we should include everything; and certainly 
the use of the fixed properties, apart from track structure, is a facility that in 
one form or another is involved in the cost. 


The CHAIRMAN: Gentlemen, it is 1 o’clock, we will adjourn until 4 o’clock. 
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AFTERNOON SESSION — 
Aprit 21, 1948. 


The committee resumed at 4.00 p.m. 

The CHarrMAN: Mr. Matthews was answering questions of Mr. Jackman. 

Mr. McLure: Before we proceed I should like to make one observation. 
I should like to compliment Mr. Thompson of the Publicity and Advertising 
Department on the wonderful work he has done in preparing the report. 

Mr. MatrHews: 

In respect of track structure, i.e. ties, rails, other track material and 
ballast and which are defined in the 1943 Order of the Interstate Com- 
merce Commission as ‘“non-depreciable,” the loss of service value is taken 
up through Maintenance of Way and Structures accounts at the time of 
replacement on both the Canadian and United States Lines of the System. 

Depreciation provision has been made through Maintenance of 
Equipment accounts for the Equipment of both the Canadian and United 
States Lines of the System, the 34% annual depreciation rate used for 
Rail Equipment of the Canadian Lines being comparable with the latest 
available composite of the rates used by the Class I Railroads in the 
United States under the authority of the Interstate Commerce Com- 
mission, 


Mr. JACKMAN: Could we have there the amount of depreciation which was 
assigned against equipment over United States lines? 

Mr. Marruews: For the year? 

Mr. JACKMAN: Yes. 

Mr. Marruews: I may have that. I will see. 

Mr. JACKMAN: Perhaps Mr. Cooper has it handy. 

Mr. MatrHews: I may have it here. 

Mr. Larontraine: Could we not have the report read and have questions 
afterwards? 

The Cuarrman: What do you think about that, gentlemen? 

Mr. Jackman: I think we can make pretty good progress. We may have 
to revert to it. That is the only suggestion I have. 

The CHAIRMAN: You think it is better to do it as you go along? 

Mr. JAcKMAN: I think we will make more progress. 

Mr. Hazen: Are we going to ask questions as we go along or read the 
report and then ask questions afterwards, or are we going to be allowed to ask 
questions both as we go along and after the report 1s read? 

The Cuarrman: When we started out I thought the report was going to be 
read and then questions afterwards, but Mr. Jackman stepped in when depre- 
ciation and maintenance came along. I did not stop him. If you would rather 
have Mr. Matthews read the whole report before questions are asked we can 
do so. 

Mr. LAFonTAINE: That would be the best way. 

‘The CHarrMAN: Very well. Go ahead, Mr. Matthews. We will clean it up 
and ask questions afterwards. 

Mr. JAckMAN: May I suggest it is a long report, and there may be certain 
parts of it that will only have to be referred to by headings later on. I think 
this present paragraph should be finished. Unless there is some real reason, 
unless it is inconvenient to other members I would put in a strong plea to continue 
asking questions as we go along. ; 
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The CHAIRMAN: What about reading it all? Do vou think it is necessary to 
read it all? 

Mr. Jackman: I think we can eliminate a lot of it shortly. 

The CHAIRMAN: Perhaps we can eliminate some of it that is not very 
important as we go long. Is that all right? Very well, we will try to eliminate 
some as we go along and ask questions as we go along. 


Mr. Matruews: You wanted a breakdown, Mr. Jackman. I will get that 
for. you. 


Maintenance of Equipment accounts reflect the utilization during the 
year 1947 of $8,000,000 from the Deferred Maintenance Reserve. No 
similar utilization of the Reserve was made in respect of Maintenance of 
Way and Structures. 


Mr. JAckManN: May I ask is the $8,000,000 in addition to the regular 
34 per cent depreciation on the equipment on Canadian lines, or did the $8,000,000 
constitute a part of the 34 per cent? 


Mr. Marruews: Well, it is on the other side of the account. The $8,000,000 
is-a utilization of the reserve and a credit back\to the maintenance accounts. The 
depreciation of $8,000,000 is a charge. As to this $8,000,000, if you refer to your 
maintenance of equipment: account on page 16 of the railways report, you will 
see the last item there, deferred maintenance equipment in italics. 


Mr. JACKMAN: Yes, $25,000,000. 


Mr. Matruews: With the utilization of that $8,000,000 it leaves $25,000,000 | 
still in the reserve. 


Mr. JAcKMAN: What I am getting at is were the operations for the last year 
charged the 34 per cent, and in addition $8,000,000 was drawn down from the 
deferred maintenance account? Is that right? 


Mr. Matrruews: It is not in addition. 


Mr. JAcKMAN: I merely wanted to know whether or not there was an over- 
statement of earnings last year because of the deferred maintenance account 
which had been set up in prior years. There was a full 34 per cent charged to 
operating account last year? 


Mr. Mattruews: Yes. 
Mr. JAcKMAN: That is all I want to know. 


Mr. MarrHews: The equipment charges are very complete so far as 
depreciation is concerned. 


In addition to charges for depreciation and those for loss of service 
value taken up at the time of replacement or retirement, the Maintenance 
accounts as a whole include the cost of “day-to-day” or “running” repairs 
and partial renewals on both the Canadian and United States Lines. 
These repairs and partial renewals are recognized costs of maintenance 
whether or not depreciation accounting is in effect. 


In the matter of Maintenance policy we have received certificates from 
the responsible operating and executive officers to the effect that, subject 
to the utilization of the unexpended balance of $25,000,000 in the Deferred 

. Maintenance Reserve, the Fixed Properties and Equipment have been 
maintained in a proper state of repair and in an efficient operating 
condition during the year. 

With respect to Physical Retirements of Fixed Properties and Equip- 
ment, we have been furnished with certificates from the responsible 
operating and executive officers to the effect that, insofar as traffic demands 
would permit, such Physical Retirements as should have been made 
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during the year, as a result of wear and tear and obsolescence, have been 
made and that. notification of all such Retirements has been given to the __ 
Accounting Department. 


Future Replacement Costs of Railway Faciltties 

The operating charges in 1947 for depreciation and those for loss of 
service value taken up at the time of replacement or retirement, as 
previously referred to herein, are (apart from track structure replace- 
ments) based on the original book cost of the facilities. This basis. of 
costing is in accordance with the regulations of the Interstate Commerce 
Commission. In view, however, of the substantial increase during recent 
years in the level of replacement costs, we would suggest the considera- 
tion of Parliament to the possible effect of future replacements on the 
System’s future operating charges covering the use of its numerous facili- 
ties. The problem, of course, is not peculiar to the National System 
but one of common application to railways and “heavy” industries 
generally in view of their substantial ratio of “depreciating” or “wasting” 
capital investment either per annual revenue or expense dollar. 


Mr. Jackman: May I ask if the auditors have any relationship with the 
board of directors at all or is it all with the management, and primarily with 
parliament, of course. Do you discuss these matters at board meetings? 


Mr. Matruews: With the board? 
Mr. JACKMAN: Yes. 
Mr. Marrumws: No. We have never requested that. 


Contingencies of Railway Obsolescence 
Whilst Obsolescence has not been a particular problem of railways 

generally, at least in an accounting sense, in the past decade because 
of the unprecedented demand for transportation services of all kinds it 
might, nevertheless, be well for Parliament to bear in mind the nature, 
fundamental causes and contingencies of railway obsolescence upon 
which we offer the following explanatory comments:— 

(a) Obsolescence may be described as being that element of capital loss 
due to causes other than predictable loss of service value from wear 
and tear and the action of the elements during ordinary service life. 
Under these conditions there is a resultant falling into disuse of a 
portion of railway~ facilities—particularly Equipment in the older 
groups. 

(b) Obsolescence in the past has been mainly attributable to three 

causes, 1.€.: ! 

(i) The creation in abnormal proportions of facilities to meet public 
demands or competition for transportation services during 
periods of early national development, trade and financial 
booms, wars, etc., followed in due course by protracted periods 
of economic recession and. later by what may be regarded as 
merely normal times; 

(11) Changes in public demand for specific types of transportation 
services—other than those furnished by railways, and 

(111) Improvements in the types of railway facilities in the interests 
of public safety or to meet competitive labour and material 
costs of operation. M tes 

(c) The contingencies of obsolescence, in our opinion, will be largely 

influenced by: 
(i) The availability of new capital moneys and the extent to which 
railways can carry the burden of additional fixed charges; 


RAILWAYS AND SHIPPING E77 


(ii) The extent to which bus, truck, inland waterways and _ air 
lines operations are expanded and regulated; 

(i) The extent to which operations are pooled by railways gener- 
ally—through statutory or voluntary co-operative measures; 

(iv) The extent to which the per capita ownership of automobiles 
is increased, and 

(v) The increase of population, over-all trends of international and 
domestic economic conditions, etc. 


Where a policy of liberal depreciation reserves for both ‘“depre- 
ciable”’ Fixed Properties and Equipment has been in effect for a long 
period, the impact of obsolescence would not be so pronounced as where 
a policy of retirement accounting has been in effect for any considerable 
portion of the service life of the facilities. 


Mr. JACKMAN: In the last sentence in paragraph (a) you say:— 


Under these conditions there is a resultant falling into disuse of a 
portion of railway facilities—particularly equipment in the older groups. 


Is there anything there you would care to be more specific about because it 
is just a general statement and means nothing to the members. 

Mr. MatrHews: Of course, that particular situation as you know, developed 
in the early 30’s with all railways. Even the United States railroads which had 
adopted depreciation accounting several years prior found themselves faced 
with very low traffic volume and the necessity to retire quite a proportion of 
equipment. In the United States even with depreciation accounting there was 
a very substantial amount necessary to be written off and. charged against 
surplus of the railroads. In the early 30’s the revenues of the Canadian 
National fell below $150,000,000, as you well remember. There was a con- 
siderable retirement of equipment in 1935, and its relationship to the sub- 
normal level of revenues of that day hardly needs any explanation. So far as 
the future is concerned it is anybody’s guess as to what the trend of traffic 
in this country is going to be over the next five years or so. The factors that 
we feel will have an effect on that are set out, and it depends, too, on how 
obsolescence takes place. If obsolescence takes place as the result of develop- 
ment of a new type of facilities that reduces the cost of operation the loss of 
obsolescence is not serious, but if it is due to a serious decline in traffic volume, 
as has happened, we feel that depreciation accounting is at least a measure of 
protection against that possibility. 


Mr. JacKMAN: This obsolescence you have reference to is mainly what may 
come about in the future rather than anything that is observable at the moment. 


Mr. Marruews: I do not think anybody can say today. If one reads the 
forecasts of the past two years, and realizes how far away the majority of the 
experts were two years ago on what was going to take place in 1947 one must 
realize that in an inflationary period such as this it is nothing more than a 
cuess. I have not any means of knowing what the trend of economic conditions 
will be in this country in the next five years. That depends on so many things 
outside of the control of any one country today. We are living in a world 
where the affairs of one continent have a very definite effect on the affairs of 
another continent. In other words, the day of insular living is past, so that if 
anyone can tell us what the situation in western Europe, for instance, will be in 
the next five years we might have a fair idea of what we may look forward to. 
At the moment I do not think that we or anyone else can look into the future 
beyond that. 

Mr. Nicuotson: I suppose the construction of a trans-Canada all-weather 
highway might affect the situation. 
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Mr. Marrurws: Several factors. 


Mr. Hazen: Has the policy of a liberal depreciation reserve been in effect — 
for a long time on this railway? I am referring to the last paragraph. I do not ~ 
understand it. | Be 

Mr. Marrurws: On the United States lines, of course, they have followed 
depreciation accounting for a long period of time because they come under the 
authority of Interstate Commerce Commission, but on the Canadian lines 
depreciation accounting was adopted for equipment in 1940, so that you have 
eight years of accrued depreciation of equipment, but nothing in respect to 
fixed properties of the system. 


Insurance Premium Charges and Fund Operations 


Insurance premium charges are not made through Operating Expenses 
covering the bulk of the risks carried directly on System account in the — 
Insurance Fund. The profit on the overall operations of the Fund for — 
1947 is credited to Miscellaneous Income whilst the related amount of — 
Cash is transferred to the current Cash Account of the Railway. The — 
present general level of the Fund and corresponding Reserve has been 
maintained for.several years. The increased level of replacement costs — 
in recent years with its possible effect on the amount of the risk coverage 
by the Fund is a matter to which the Board of Directors of the System 
has given some consideration. | 
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Mr. Jackman: If my recollection serves me correctly the insurance fund ~ 
was considered to be fully, if not more than adequate for the risk involved? _ 
Ts that not the situation? | 

Mr. VaucHan: That is correct. 

Mr. Marruews: Yes. 

Mr. JaAcKMAN: So that the earnings on the fund have gone into your general 
income statement rather than a credit to the fund itself? 

Mr. VauGHAN: That js so. 3 

Mr. JackMAN: Have the directors decided anything in regard to the extra 
cost that applies to new equipment now? 

Mr. Vaucuan: That matter has been taken into account and it has been 
decided the $12,000,000 which we have set up in reserve is adequate to meet 
the situation. . 

Mr. JACKMAN: For the year 1948 you feel you should take the earnings of 
the fund and add it to it and transfer that amount? 

Mr. VaucHan: No, we think if we keep that fund at a level of $12,000,000 
it is going to be sufficient for our requirements. 

Mr. MatrHews: 


Pension Charges vis-a-vis Actuarial Estimates 


Pension charges through Operating Expenses cover the Railway’s 
portion of payments to retired employees under all C.N.R. Plans and the 
increase in the Pension Contract Reserve for the Railway’s portion of the 
estimated capital amount of all Pension Contracts in force at the year-end 
under the 1935 Plan. Another way of describing these charges would be 
to say that they relate to retired employees on pension in 1947 under all 
C.N.R. Plans but not to accruing pensions for employees presently in 
service. 

From time to time in. past years the question has been raised at the 
Sessions of the Standing Railway Committee of Parliament as to the 
sufficiency of the annual Pension charges on the foregoing accounting 
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basis in relation to an actuarial estimate of currently accruing pensions on 
the System. This question involves the consideration, inter alia, of the 
potential factors of employee compensation and contributions, investment 
income, life expectancy and, as far as practicable, long term employment 
turnover. 


The following explanatory comments in respect of the year 1947, 
therefore, might ‘be of interest at this time:— 


In respect of Canadian Lines: 


(a) An approximate actuarial computation made by the responsible Rail- 
way officials indicates that the Canadian Lines portion of the Pension 
charges for the year 1947 exceeds by something approximating 
$3,700,000 a tentative actuarial estimate of currently accruing Pen- 
sions for employees presently in service. It is anticipated that with 
the passing of time, under the present basis of accounting, this excess 
will progressively decline and that eventually the trend will reverse 
itself. 

(b) The aforementioned estimate of currently accruing Pensions theo- 
retically assumes that as of the Ist January, 1947 all existing Pension 
payments and all past accruals for employees in service on the Cana- 
dian Lines were capitalized through an overall Pension Reserve. 


In respect of United States Lines: 


(a) On the United States Lines of the System the major portion of cur- 
rently accruing Pensions is taken up in the form of Taxes paid to the 
Federal Government under the Railroad Retirement Act which 
accounting, through the Income Account, is in accordance with the 

- regulations of the Interstate Commerce Commission. 

(6) It may be of further interest to note that, apart from the foregoing 
Pension charges provided for under the Railroad Retirement Act, the 
amended Interstate Commerce Commission Regulations effective as 
of the Ist January, 1948, provide as follows:— 

A carrier may account for pensions on an accrual basis provided 
it has established a retirement plan whereby it definitely agrees to 
pay pensions to its retired employees. H the carrier elects to adopt 
the accrual plan, this account (Pensions and Gratuities) shall be 
charged and account 769 (Pension and Welfare Reserve) credited 
each month with amounts representing benefits currently accruing 
under:-the plan and borne by the carrier. Contributions by employees 
shall be credited direct to account 769. Pension payments shall be 
charged to account 769. Before adopting the accrual plan. for pen- 
sions, the carrier shall inform the Commission of the details of its 
pension plan. No charges shall be made to this account in anticipa- 
tion of discretionary pension payments in the future. 


Perhaps I might explain on that one particular point that previous to the 
adoption of this regulation the Inter-State Commerce Commission required that 
accruing pensions for those borne by any American carrier, over and above that 
covered by the payment through taxes, had to be a funded reserve, that is, they 
had to put the money up. The result was some railroads of the United States 
with sufficient funds could set up a reserve for accruing pensions while other rail- 
roads without the same means were unable so to do. So that this new regulation 
provides that all railroads in the United States from the Ist of January, 1948, 
can accrue their currently accruing pensions without the necessity of putting up 
an equivalent amount of cash. 
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Mr. Lockuarr: Perhaps the witness can answer this question, or perhaps 


Mr. Vaughan. In the light of the very materially increasing wage costs has 


there been any consideration as to increasing the pension amount? 


Mr. VaucHAN: No, sir. We have not changed our pension scheme. We feel 
that outside of the minimum pensions our pensions are adequate. The additional 
cost of changing our pension scheme would amount to so much money we feel 
we cannot afford it. . 

Mr. Lockuart: Are pensions in the lower brackets considered satisfactory? 


Mr. VaucHan: Mr. Cooper gave some figures the other day as to how 
a man can build his pension up. If a man contributes he can get an adequate 
pension if he has a reasonable length of service. If he does not contribute 
he does not get very much of a pension. 


Mr. Locxuarr: And there is no consideration being given to any change 
in the system? 


Mr. VaucHan: No, sir; not at the present time. 


Mr. Fuiron: Would the witness clarify paragraphs (a) and (b) with 
respect to the Canadian lines? I would like to be quite clear whether my 
impression is correct. I take it that in general paragraph (a) means that at 
the present time there is a pension fund on hand which exceeds that $3,700,000 
of anticipated claims by way of pension? 


Mr. MarrHews: No. This is an endeavour to answer a question that has 
been raised heretofore as to whether the annual amount that- is being charged 
to operating expenses is greater or lesser than- the accruing pensions if they 
were on actuarial basis. In 1947, due to the capitalization of the pension 
contracts at the time, a man retired on pension under the 1935 plan. This had 
the effect of running the charges up very substantially in the operating expenses 
for pensions, and this indicates to the committee that for the year 1947 the 
operating expenses for pensions are very little, so that it would be some little 


time yet before an accrual basis would exceed the actual charges, due to the fact. 


of charging to operating expenses each year the increase in the capital value 
of the contract under the 1935 plan issued to retired employees under the plan. 

Mr. Fuuron: You go on to say, “... under the present basis of accounting, 
this excess would progressively decline and that eventually the trend will reverse 
itself.” By that I take it you mean that the amount charged to operating 
expenses for pensions will be less than the capitalized value of the pensions? 

Mr. Marrnews: It means that eventually if the railways were to continue 
their present basis of accounting for pensions that the actual accruing pensions 
on the Canadian lines would be higher than the amounts that would be charged 
on the basis of present pension payments with the capitalization of the contracts. 
Mr. Furtron: You say, higher than the amounts charged; higher than the 
amount charged to what? : 

Mr. MarrHews: Operating expenses. 

Mr. Fuutron: Where, would the deficit be met from? 

Mr. Matruews: It would not be met at all. At that time then it would 
mean that the operating charge shown by the railways would not be sufficient 
to meet the accruing cost of pensions; in other words, there would be a sense 
in which then the operating expenses would not be sufficient an amount to 
actually reflect the cost of pensions. So for 1947 we can see that the charge 
to pensions is in excess of what it would be on an accrual basis. 

Mr. Jackman: If all the accruing pensions had a reserve sufficient to support 
them set up now the company could have charged: $3,700,000 less for operating 
expenses for the year 1947? 7 

Mr. Marruews: That is right. 
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Mr. JackMANn: That was a heavy charge on operations. That is the under- 
standing. It is a heavy charge. It is $3,700,000 more than would have been 
charged had there been set up a fund to take care of the accruing pensions in 
the past. 


Mr. MarrHews: Of course, on the other side, Mr. Jackman, when we 
reach that point—this has to do with the operating expense side—of course the 
setting up of reserves for capital values would constitute a very substantial 
amount, as you know. | 


Mr. JackmMAN: I realize that. The railway has not been in a position, to 
set up enough money to capitalize the accruing and not matured pensions. 


Mr. Matruews: I think that the capitalization of pensions, when we get 
there, is a matter really of the policy of the owner; because what would be 
necessary’ would be for the owner to give its consent to the transfer from 
proprietor’s equity to a reserve for the actuarial capital value of the pensions. 


Mr. JAcKMAN: I only want to be clear as to what the situation is today. 

Mr. MatrHews: My point is that it is not a question of the railway being 
able to afford; it is a question of whether or not when you come to the capitaliz- 
ation feature of pensions—whether the proprietor would be willing to authorize 
the railway to establish a capital reserve out of the present proprietor’s equity. 
The question of affording is hardly the question. 

Mr. Fuuron: Do we take it from this that there was no pension fund 
built up? 

Mr. Marruews: Oh, yes, there is, definitely. 

Mr. Fuuron: The pensions have been charged to operating expenses. 


Mr. Marruews: You see in the balance sheet that the railway has gone a 
long way, and as I said last year, the Canadian National Railways, are far 
ahead of the average company in the manner in which they have established 
the capitalization of reserves thus far; if you will look at the balance sheet 
on page 12 you will see that they have established a pension fund and it is made 
up of dominion government and system securities of $40,915,000. 


Mr. Futton: What. is the charge to operating expenses referred to? 


Mr. Matrurews: The charge to operating expenses was something over 
$10,000,000, whereas the accruing pensions were $6,000,000. 

Mr. Futon: The point that puzzles me is, if there is a pension fund to 
meet pension claims what purpose is there to the charge made to operating 
expenses; what does the charge cover? 


Mr. Marruews: Under the present basis, as I have explained, the charges 
to operating expenses represent two things: first, the pension payments made 
in cash; secondly, under the 1935 plan when a man reaches retirement age he 
is given a contract which undertakes to pay him so long as he lives a definite 
amount per month. Now, the railways have established a policy that we think 
is very sound, and they have taken the capital value of the actual pension, 
taken the man’s age into account, and have estimated the capital value of that 
contract. Under that plan the employees make contributions and at that time 
the employee’s contribution is turned back into the railway and that together 
with the earning of the fund is applied in reduction of the increase of the capital 
value and the net amount only is charged to operating expenses. So you see the 
charge to operating expenses is a combination of the cash paid plus the capital 
value of the pension contracts issued to the retired employees. 


Mr. Fuuron: It is as though it were paid into a general fund, operating 
revenues, and from operating revenues paid back to the pension fund? 
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Mr. Marruews: That is right. The capital value of the pension contracts — 
under the 1935 plan has been completely set up in a reserve and funded and 
that is the $40,000,000 of which we speak. | 

Mr. Lockwart: There was one point I did not ask Mr. Vaughan. Has there 
been any complaint from the lower bracket contributing employees that their 
basis of pension in this lower bracket is not sufficient—I refer to the labouring 
type of man? | | 

Mr. Vaucuan: Yes, there has. They feel that our minimum pension should 
be increased. 

Mr. LocxHart: Because of the present cost of living and so on? 

Mr. Vaucuan: Yes, our organizations have advocated on different occasions 
that the minimum pension should be increased. 

Mr. Locxuarr: It is under consideration? 

Mr. VaucHan: It is not under consideration because we have said we — 
could: not. aitord.1t) 

Mr. Lockuart: Oh, yes. It is unfortunate. 

Mr. Marruews: Mr. Chairman, did I understand at a certain point you 
were prepared to allow me to put my report in or am I to go on reading it? 

The CuHatrMan: I think there are some paragraphs which you might sum- 
marize. Has anyone any questions which he would like to ask as Mr. Matthews 
goes on? 


Mr. MatrHews: 


Taxes 


Tax provisions made through the Income Account relate principally 
to Dominion Unemployment Insurance; Provincial Taxes in Ontario and 
Quebec; Municipal Taxes in Canada; United States Federal, State and 
Municipal Taxes, and Taxes assessed against Hotels in Canada and 
Separately Operated Properties in both countries. Dominion Sales Taxes 
are included in the cost of materials. | 


Consolidated balance sheet 
Assets 

Against the Corporate portion of the property investments brought | 
into the National System ‘accounts at the Ist. January, 1923, there have 
been properly applied the substantial reductions authorized by «the 
Canadian National Railways Capital Revision Act, 1937, but no similar 
reductions were authorized at that time covering the Crown property 
investments in the Canadian Government Railways. Since’the Ist January 
1923, the Additions and Betterments less Retirements of the System have 
been shown on the general basis of cost. 


The several special funds including Capital and Other Reserve Funds, 
Deferred Maintenance Fund, Insurance Fund and Pension Contract Fund, 
amounting in total to $85,704,000, are composed of investments in the 
securities of the Dominion Government and the National System, together 
with Cash and sundry current: assets. The year-end market value of the 
securities held in these special funds in total exceeded the book figure, 
which for Government securities was based on cost and for System secu- 
rities on par value. The portion of Insurance Fund holdings of $4,311,000 
in System securities, the listings of which were withdrawn from the 
Exchanges as a result of the’ war-time United Kingdom Vesting Orders, 
one ben taken at par for the purpose of the foregoing year-end market 
valuation. 
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The par value of National System securities held in the foregoing 
special funds ageregates $10,225,000 of which par value $5,690,000 is 
covered by the guarantee of the Dominion. 

Capital and Other Reserve Funds are maintained for the purpose of 
recording the holding by Trustees of the unapplied proceeds from Funded 
- Debt issues and the disposal of Mortgaged Properties. 


Mr. Nicuouson: On page 4 in connection with fixed charges it says: 
“Fixed charges through the income account, shown in the foregoing summary 
and in accordance with the principles defined by the Interstate Commerce 
Commission...” and then on the next page it says, “We would again call to 
the attention of parliament this disproportionate ratio of fixed charges as borne 
by the National System in comparison with other major railways in North 
America.” I wonder if Mr. Matthews could tell us during how many years this 
recommendation has been made? 


Mr. Marruews: Well, I do not remember that, but the ratio is just about 
double. It has been just about that for several years and it still is. In 1947, 
if you will refer to the C.P.R. report, for instance, you will find that for every 
dollar of revenue their fixed charges are five cents and the proportion rung 
about the same on class 1 railroads in the United States. In other words, the 
equity capital in the Canadian National Railways has never been brought into 
balance and I think that on that score there has been some misunderstanding 
about what the Capital Revision Act was supposed to do. If you will refer to 
the statement made by the minister in 1937 when he brought down that Act he 
made it very clear that it was not in any sense an attempt to adjust the over- 
all fixed charges of the Canadian National Railways; it was only an adjustment 
of the affairs between the owner of the property and its operations; so that any 
thought that the Capital Revision Act was to adjust the capital structure fully 
is not correct. This situation prevailed then and still prevails. 

Mr. Nicuotson: I think you are wise in bringing this matter to the attention 
of parliament. I cannot recall our recommendation being quite as definite as 
that before. 


Mr. Marruerws: Oh, ves. 
Mr. NicHoison: Have you the wording of the previous declarations? 


Mr. Marruews: I have the one for 1946: ‘We would again call to the 
attention of parliament this disproportionate ratio of fixed charges as borne by 
ee National System in comparison with other major railways in North 

merica. 


_ Mr. Nicnotson: The words are the same. The recommendations are not 
being acted on and you are continuing to recommend until something is done? 

Mr. Marruews: As you know, the railway management have dealt with 
the matter also and we have just endeavoured to lend whatever aid we could to 
something that we believe advisable. 

Now, turning to page 8, I have read taxes and two paragraphs of the 
consolidated balance sheet. 

Mr. Hazen: How do the dominion and provincial municipal taxes that you 
have to pay in Canada compare with the federal, state and municipal taxes 
you have to pay the United States in proportion to the capital invested in each 
country? Are the taxes higner in the United States than they are in Canada? 


Mr. Marruews: I think you should direct that question to the management. 


Mr. Hazen: You mentioned provincial taxes in Ontario and Quebec, Do 
you not pay any provincial tax in any other provinces? 


Mr. Marruews: No. 
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Mr. Hazen: What is the nature of the provincial tax in Ontario and Quebec? | 
Mr. Marruews: That was dealt with the other day. 
Mr. Hazen: If it was dealt with we will not go into it again. 


Mr. JAcKMAN: Do you have to pay an income tax on earnings, assuming 
that you have earnings; and did you have earnings last year on the American 
lines on which you paid a corporate income tax to the federal and state 
authorities? 

Mr. Cooprmr: Yes, the International Bridge Company had a taxable income. 
The Grand Trunk Western is in one year and out another. The net income of 
that railway fluctuates, but over the years I think it would be true to say that we 
pay an income tax to the federal government with respect to the Grand Trunk 
Western Railway and the International Bridge Company. 


Mr. JAcKMAN: Inasmuch as your American lines are profitable you pay 
income tax federally and to the states too? 


Mr. Cooper: I do not think we pay any income tax in the states, but 
definitely we pay federal income tax. In all the states, however, we pay state 
taxes and generally they are higher than the provincial taxes in Canada. 


Mr. Hazen: You speak of municipal taxes in Canada; does that mean in 
each of the provinces in Canada? 


Mr. MatrtrHews: Oh, yes. 


Mr. Vaucuan: We filed a statement here showing the taxes that we pay in 
Canada, provincial and municipal; that is on the record. 


Mr. Marruews: It is in the consolidated balance sheet. 
Mr. Jackman: Of Crown properties? 


Mr. Marruews: The Canadian government railways. There was no adjust- 
ment of the property account. 


Mr. Jackman: The only thing in Crown properties is I.C.R. 


Mr. Marruews: Yes, known as the Canadian government railways. 

Investments in Affiliated Companies, as detailed in the relative 
schedule, are represented by the Capital Stocks, Bonds and obligations 
for Advances of companies affilated with but not forming a part of the 
National System. Apart from the Trans-Canada Air Lines, this type of 
“unlisted” investment is made, in association with other railways, pri- 
marily to secure the benefits of traffic interchange and terminal facilities. 
The basis of the Balance Sheet figure is cost or, in respect of certain 
United States securities, less than the special valuations approved by the 
Interstate Commerce Commission. Apart from the Trans-Canada Air 
Lines, the 1947 Financial Statements issued by the companies representing 
the larger investments indicate that:— 


(a) The affiliates have utilized the funds from the sale of their securities 
up to the 31st December, 1947, for investment in Fixed Properties 
and Equipment and for working capital purposes. 

(6) Profits aggregated some $1,652,000 and Losses some $1,411,000 during 
the year 1947. Included in the latter total is the loss amounting to 
$1,328,000 of the Northern Alberta Railways Company, 50% of which 
loss has been taken up as an Income charge by the National System, 
the, other 50% being chargeable to the Canadian Pacific Railway. It 
should be noted that The Toronto Terminals Railway Co. has no 
Profit and Loss Account in the ordinary sense as the Terminals 
operations are pooled, under agreement, on a joint facility basis with 
the Canadian Pacific Railway. 
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In respect of both the Northern Alberta Railways Company and The 
Toronto Terminals Railway Company, provision was made for the pay- 
ment of their 1947 Bond interest. 

Dividends were paid during the year by the following companies :— 

Rate per share 


Chicago & Western Indiana Railroad Company....... 6% 
The Detroit & Toledo Shore Line Railroad Company... 8% 
Ave PMO ORV arts Hnimede iia)! 4. ieee. BAL ok 4% 
Vancouver wmouer Wompany Ginmited ss... 00.0 oor: 100% of 1946 
(as dividend equivalent) Profit 


(c) No major Corporate Deficits exist at the 31st December, 1947. This 
indicated position, however, should be considered in conjunction with 
the varying accounting policies relating to Accrued Depreciation of 
Fixed Properties. Generally speaking, the principal affiliates in 
Canada do not accrue such depreciation whereas those in the United 
States have done so since the Ist January, 1943, in accordance with 
the relative order of the Interstate Commerce Commission. 

Other Investments are comprised partly of “unlisted” investments of 

a miscellaneous nature including those in hotel and grain elevator com- 

panies held primarily for purposes of traffic benefit, and are valued at or 


below cost. The balance is represented by securities of the Dominion 


Government and the National System (Dominion Guaranteed) the year- 
end market value of which in total exceeded the book figure based respect- 
ively on cost and par value. 


Temporary Cash Investments are represented by Dominion of Canada 
securities, the year-end market value of which exceeded the book figure 
based on cost. 


Accounts Receivable and Payable of all classifications have been 
tested by us-with the subsidiary and controlling records, cash and other 
transactions subsequent to the year-end, departmental files and general 
supporting information but such Accounts have not been additionally 
verified by direct communication with the individual Debtors and 
Creditors. : 

The unpaid balance of the Deficit for the year 1947 has been set 
up as a current account agaist the Dominion of Canada pending the 
appropriation by Parliament of the funds required to cover the 1947 
Deficit as a whole. 

A physical inventory of Material and Supplies was taken by the 
Railway as at the 30th September, 1947, and in connection therewith we 
have received certificates from the responsible officers to the effect: 

(a) That the quantities were determined by actual count, weight or 
measurement or by conservative estimate where such actual basis 
was impracticable, and 

(6) That the Inventory pricing was laid down cost based on weighted 
average costs for ties, rails and fuel and latest invoice prices for 
new materials in General Stores, and on estimated utility or sales 
value for usable second-hand, obsolete and scrap materials after 
making reasonable pricing allowances for condition thereof. 

Ledger values as of the 30th September, 1947, were brought into 
agreement with the Physical Inventory through a credit to Operating 
Expenses. It is difficult to say to what extent this operating credit was 
due to rising prices but it is important to point out that the System’s 
Inventory turnover for 1947 was approximately two and one-half times 
and that current stores issues are costed on the same basis as the physical 
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inventory. The Balance Biel (ota for Material and applies as at the 
year-end is, inter alia, a reflection of the high level of unit material costs 
in Railway operation. 

Current Assets show a ratio of 1-5 to 1 of Current Liabilities. This 
compares with a Working Capital ratio of 1:6 to 1 in 1946. 

Other Deferred Assets are composed largely of Contracts Receivable in 
connection with the sale of land in Western Canada: and Deferred 
Accounts Collectable in respect of various matters. 


Discount on Funded Debt represents the unamortized portion of the | 


discount and issue expenses incurred at the time the relative securities 


were sold, which will be written off, in accordance with reéognized practice, — 


against Income in Peo tale annual instalments during the remaining life 
of each issue. 

Other Unadjusted Denies consist of the unamortized cost of opening 
ballast pits which is to be written off on the basis of yardage used; the 
estimated salvage value of non-perishable material in ballast pits and 
other temporary tracks; accepted inter-line fr eight claims paid in advance 
of investigation with other carriers, and miscellaneous debit items not 
otherwise “provided for or which cannot be disposed of until additional 
information is received. 


~ Decline in Market Values of Owned Securities since the 1947 year-end 


Whilst the decline in the market values of Government and National 
System security issues since the year-end is a matter of common knowl- 
edge, we consider that we should mention to Parliament the fact that 
such market decline up to the 5th March, 1948, would have the effect of 
converting the year-end market excess over book values of the Railway’s 
Owned Securities to one of a minor market deficiency. It should be 
explained, however, from the viewpoint solely of investment policy, that 
if the System Securities held in the Railway’s Insurance Fund were carried 


on the books at the actual cost instead of par value there would still 


remain some over-all market excess in Owned securities of the Railway 
as of the 5th March, 1948. 


Capital Stocks, Liabilities and Reserves | 


Capital Stocks and Long Term Debt, as detailed in the relative 
schedules, are shown on the Balance Sheet in respect of Publie holdings. 
Consequently the Balance Sheet figures do not include securities held in 
the Treasury of the Railway nor those held as collateral mainly by The 
Canadian National Railways Securities Trust in accordance with the 
1937 Capital Revision Act and by the Dominion Government largely as a 
result of the war-time United Kingdom Vesting Orders. 

The Combined Capital Debt, 1.e., Long Term Debt and Dominion 
of Canada Account, was increased by the net amount of $23,370,000 
during the year. Of this Capital Debt increase, $18,000,000 was utilized 
in the acquisition of Trans-Canada Air Lines shares and the balance in 


partial liquidation of the financial requirements for Net Capital 


Expenditures. 

The several corporate Reserves for Pension Contracts, Insurance, 
Accrued Depreciation and Defence Projects Amortization, Deferred Main- 
tenance and miscellaneous purposes aggregate $207,827,000 of which 
$81,765,000 is represented by Special Funds and other specifie invest- 
ments. None of these Reserves, however, are presently in the nature 


-of reversible Appropriations of Surplus nor is the accounting policy of 


the System such as would result in the creation of “hidden” Reserves. - 
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The Insurance Reserve includes the amount set aside for major 
unadjusted loss claims at the date of the Balance Sheet. 

Accrued Depreciation—United States Lines—applies to Equipment 
from a date prior to the 1st January, 1923, and to Fixed Properties 
(excluding track structure) mainly from the Ist January, 1943, in 
accordance with the regulations of the Interstate Commerce Commission. 

Other Deferred Liabilities consist principally of the outstanding 
capital amounts of the workmen’s compensation awards by the Provinces 
of Ontario and Quebec, and the balance of the obligation to the State 
of Michigan in respect of the wider Woodward Avenue extension in 
Detroit. 

Other Unadjusted Credits include the estimated proportion of prepaid 
Revenues on freight in transit; excess of actual Revenues over year-end 
estimates carried in suspense; estimated liability for injuries to persons; 
estimated liability for overcharge’ claims, and miscellaneous credit items 
not otherwise provided for or which cannot be disposed of until additional 
information is received. 


Dominion of Canada—Proprietor’s Equity 
Dominion of Canada—Proprietor’s Equity—is set forth in the Balance 

- Sheet and the relative schedule in accordance with section 2 (f) of The 

Canadian National Railways Capital Revision Act, 1937, which defines 

the composition of the account as follows: 

“2 (f) “proprietor’s equity” means 

(i) the initial stated value of the capital stocks of the Canadian 

National Railway Company and the Securities Trust as. determined 

pursuant to sections five and fifteen of this Act as of January first, 

nineteen hundred and thirty-seven, plus any subsequent surplus earn- 
ings of the National Railway System not paid over to His Majesty, 
less subsequent capital losses and other charges of the National 

Railway System in respect of which His Majesty has not made any 

contribution, and 

(ii) the capital investment of His Majesty in the Government 

Railways.” , 

The following explanatory comments are made with a view to clarify- 
ing the Proprietor’s Equity Account as set out in the relative schedule: 
(a) The Capital Stock of the Canadian National Railway Company 1s 

shown as at the 1st January, 1947, the initial stated value of which 

represents the 1918 arbitration value placed on the Canadian Northern 

Railway Company shares acquired in 1937 by the National Company. 

The Stock of the National Company is the medium through which 

the Dominion controls the corporations which formerly were privately 

owned but now form part of the National System as an operating 
entity. 

(b) The Gil Stock of the Canadian National Railways Securities 
Trust is shown as at the lst January, 1937, the initial stated value 
of which represents the total amount of the corporate loans by the 
Dominion utilized for capital purposes prior to that date as con- 
verted to Share Capital. 

(c) The Surplus Earnings are for the years 1941 to 1945 only, as Section 
12 of the Canadian National-Canadian Pacific Act stipulates that 
“Income deficits shall not be funded” but voted annually by Parlha- 
ment. Generally speaking, the Capital Gains relate to repatriation of 
securities under the war-time United Kingdom Vesting Orders and 
the Capital Losses to major retirements of Road and Equipment not 
covered by depreciation accruals. For purposes of accounting sim- 
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plicity these Surplus Earnings, Capital Gains a Capital ee of 
the National System have been applied in their entirety to the Capital — 
Stock of the Securities Trust as no essential purpose would be served 
by making any arbitrary division between the Canadian National 
Railway Company and the Canadian Government Railways. 

(d) The Capital Expenditures by Dominion of Canada on Canadian 
Government Railways represent only the direct appropriations by 
Parhament and accordingly are exclusive of capital expenditures on 
the Crown property financed by the Canadian National Railway 
Company. 


The Dominion’s Equity decreased $1,823,000 during the year as a 
result of line abandonment, sale of dock property, retirement of Equip- 
ment on the Canadian Lines less Capital Expenditures by the Dominion 
on the Canadian Government ‘Railways. In respect of the Retire- 
ment of Equipment it should be mentioned that as no depreciation accruals 
were made prior to 1940 for Canadian Lines Equipment, the loss of service 
value, 1.e., ledger value less salvage, has been charged against the Reserve 
to the extent of depreciation accruals from 1940, the balance being 
charged against the Equity Account. 


The total book value shown for Proprietor’s Equity is subject to the 
qualifying factors previously referred to herein under the caption “Audit 
Certificate’’. 


National Utility Value of the System to the Dominion 


A realistic view of the overall value of the Dominion’s Equity in 
the System calls for consideration of an important element of value 
not possible of reflection in any set of accounts, i.e. national utility 
value. The System demonstrated its utility value to the Dominion as 
an arm of military defence in the war years 1939 to 1945 and, in 
addition, during the last five years of that period was able to make 
loan repayments to the Dominion Treasury aggregating $112,502,000 
as the result of Surplus Earnings after the payment of Fixed Charges. In 
the post-war period thus far, the System has demonstrated its utility 
value to the Dominion in the country’s conversion from war-time 
economy and in addition, notwithstanding the Deficits shown for the 
years 1946 and 1947, has afforded some indication of a peace-time 
Earnings potential provided it 1s able to maintain a future traffic volume 
reasonably approaching the present level, and is given: 


(a) Some long-term and reasonably compensatory return through 
increased transportation rates in relation to increased wage rates 
and unit costs: of materials, and 

(6) A ratio of Fixed Charges to Operating Revenues reasonably com- 
parable with that of other major railways in North America. 

' Wholly on the premise that the System were given these working 
conditions on a long-term basis, it has indicated some peace-time 
Earnings potential despite certain handicaps, from a strictly competitive 
and economic standpoint, which were existent at the time of amalgama- 
and still are inherent in some of its operations. 

Looking to the future, these inherent operating handicaps, in our 


‘opinion, might well be made the subject of a special study with a view 


to determining the effect on operating results of those services of a 
national character as distinguished from those of a normally competitive 
character. From such a study the Railway enterprise and its Manage- 
ment policies could be. more equitably and effectively evaluated than 
is possible under the present basis af viewing the operating results 
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Sie Vl a70r Contingent Lnabilities—including Canitalization of Pensions 
Apart from undertakings for Capital Expenditures which are subject 


to authorization by Parliament and those for materials required in the 

ordinary course of business, Major Contingent Liabilities are as outlined 

in the relative schedule. 
In respect of Pension Plans referred to in the relative schedule, 
we make the following amplifying remarks: 

(a) Under the 1935 Contractual Plan a Reserve is sct up on the books 
of the Railway against the Capital value of contracts in force, based 
on an actuarial estimate made by the responsible Railway officials, 
but not against pensions conditionally accruing. The Reserve is 
represented by the Pension Contract Fund established by the Rail- 
way the assets of which, amounting to 40,915,000 are in the form 
of Dominion of Canada and National System (Dominion Guar- 
anteed) securities together with Cash and sundry current assets. 


(6) The contributions under the 1935 Plan by employees presently in 
service are invested through tHe two separately administered Pension 
Trust Funds, the accounts of which are not included with those of 
the Railway. The assets of the separate Pension Trust Funds 
amounting to $26,933,000 are in the form of Dominion of Canada 
and National System (Dominion Guaranteed) securities together 
with Cash and sundry current assets. 


(c) The year-end market value of the securities held in the Pension 
Contract Fund and the separate Pension Trust Funds exceeded the 
book figure based on cost and par value for the former Fund and 
cost for the latter. In this connection, however, we would make 
reference to our previous comments on current market values as 

‘of the 5th March, 1948. 

(d) The total book value of the three funds in operation under the 1935 
Contractual Plan is $67,848,000. | 


(e) No Reserves are set up on the books of the Railway against the 

Capital value of: 
(1) Pensions being paid to employees retired under the Canadian 
National General Pension Plan prior to 1935 when the Plan 

- became contractual; 

(ii) Payments being made towards pensions to employees retired 
under the provisions of the Grand Trunk Superannuation and 
Provident Fund and: of the Intercolonial. and Prince Edward 


Island Provident Fund, both of which Funds have been closed ~ 


to new members for several years, or 
(i) Non-Contractual Pensions conditionally accruing. 


With the passing of time these Non-Contractual Plans will pro- 
gressively lessen in relative importance to C.N.R. Pension Plans as a 
whole and in due course will terminate their existence. When that point 
is reached it is anticipated that, apart from the Pension coverage under 
the Railroad Retirement Act on the United States Lines, the National 
System Pension provisions will be centralized under the 1935 Con- 
tractual Plan. 


In considering the foregoing outline, it should be borne in mind 
that the 1947 Pension charges through Operating Expenses cover the 
Railway’s portion of payments to retired employees under all C.N.R. 
Plans and the increase in Pension Contract Reserve for the Railway’s 
portion of the estimated capital amount of all Pension Contracts in 
force at the year-end under the 1935 Plan. 
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Foreign Exchange Conversions 


Where foreign currencies are involved, the Balance Sheet accounts 


of the System are converted generally as follows: 


(a) United States Currency 
—at the dollar par of exchange 
(b) Sterling Currency 
—at the former par of $4.862 to the £ Sterling, and 
(c) French Currency | . 
——at approximately 15 francs to the dollar for the orginal investment 
in Hotel Scribe and 100 francs to the dollar for Working Capital 
accounts. 


Basis of Accounting Consolidation at oy 
The Consolidated Accounts of the System embody those of the 84 

constituent companies, as detailed in the relative schedule, and those 

of the Canadian Government Railways. 

Apart from the Trans-Canada Air Lines, for which separate 
accounts are maintained, the basis of corporate consolidation is the 
holding by parent companies of more than 50 per cent of the Capital 
Stocks of the relative subsidiary companies. The amount of minority 
Capital Stocks of subsidiary companies held by the Public is set up 
separately on the Consolidated Balance Sheet whilst provision for the 
minority interests in the small amount of accumulated Surpluses of 
certain subsidiary companies is made in Other Unadjusted Credits. 

In those cases where parent companies have acquired the securities 
of subsidiary companies at less than par value, the consolidation adjust- 
ments are effected mainly through the reduction of the issued securities 
and the related Discount on Capital’ Stock or Investments in Fixed 
Properties and Equipment, the two principal exceptions being: 

(a) The excess of the par value over cost of the System securities acquired 
as a result of the war-time United Kingdom Vesting Orders which is 
carried as a Capital Gain in Proprietor’s Equity Account, and 

(b) The excess of the par value over cost of the System securities held in 
the Insurance Fund which is carried in the Insurance Reserve: In 
this case the issued securities are not eliminated from the Consoli- 
dated Balance Sheet but shown as being held in Special Funds. 

We consider the Basis of Consolidation of the System’s accounts to 
be sound in principle. 


Previous Years’ Recommendations to Parliament 
From time to time in previous years there have been included in our 
Annual Reports, inter alia, certain recommendations to Parliament covering 
two major matters, 1.e. 
(a) The extension of existing depreciation accounting policies on the 
Canadian Lines, and 
(b) The establishment of uniform accounting regulations for Canadian 
railways under the statutory authority of the Dominion. 


In view of the aforementioned reportings to Parliament and the con- 
sideration given to these matters from time to time by the Standing Rail- 
way Committee of Parliament we have deemed it unnecessary to again 
include the details of the two recommendations in this Report. We wish 
to state, however, that our interpretation of the events of the past year 
and those in prospect only tend to strengthen our own conviction on the 
ultimate advantages inherent in the implementation of such recommenda- 
tions. 
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General Scope of Audit 


The general scope of the test audit of the System accounts for the 
year 1947 may be outlined briefly as follows:— 

(a) Examination of major expenditure authorities in conjunction with the 
recorded Resolutions of the Directors, which in turn are related to 
Corporate By-Laws, Orders in Council and Acts of Parliament; 

(b) Audit tests in the offices of Regions, Separately Operated Properties 
and System Headquarters, limited to a cross-section of the major 
expenditures so authorized. 

(c) Examination into the adequacy of the internal audit control jn 

general as exercised by the accounting department of the System. In 

this connection we work in collaboration with the executive account- 
ing officers at Headquarters having as a common objective the secur- 
ing of maximum internal protection to the System in the control of 

Cash Receipts and Expenditures, Securities Held, Material Stores, 

Accounts Receivable, etc., and through the carrying of Fidelity Bond 

Insurance with outside Underwriters, and 

Audit and certification of the Consolidated Income Account and Con- 

solidated Balance Sheet together with the preparation of the Report , 

for presentation to Parliament, as required by The Canadian 

National-Canadian Pacific Act, 1986, which Body is thus placed in 

possession of facts presented from an independent viewpoint. 


& 


The test audit, involving the use of some 480 audit programmes, 
covers the various Balance Sheet accounting units in Canada, the United 
States, London (England) and Paris (France) with Income Accounts 
originating in the Revenue Offices, Regions, Separately Operated Prop- 
erties and System Headquarters which comprise the System as an oper- 
ating entity. 

Apart from those pertaining to the Canadian Government Merchant 
Marine, Limited and the Trans-Canada Air Lines, the holdings in the 
Capital Stocks of the Affiliated Companies, as set out in the relative 
schedule, are insufficient to give voting control and accordingly the Com- 
panies are not treated as units of the System nor are their accounts 
audited by us. In a few instances their accounts are certified by Public 
Accountants but for the most part they are audited by joint committees 
composed of System accountants and representatives of outside interests. 


Canadian National Railways Securities Trust 

The constitution of the Securities Trust is set out in Section 12 of The 
Canadian National Railways Capital Revision Act, 1937, as amended 
1945. 
The primary function of the Securities Trust, as provided in Section 
13 of the Capital Revision Act, is the holding alive of the corporate 
Indebtedness (formerly to the Dominion but now to the Trust) and 
relative Collateral Securities, for the purpose of preserving any priority 
rights of the Dominion in respect of certain Unguaranteed Securities and 
subsidiary company Capital Stocks held by the Public. This function of 
the Trust, as a corporate holding agency, lessens in importance with the 
passing of time as Unguaranteed Securities are redeemed and the relative 
subsidiary companies are liquidated. 

Supplementing our Audit Certificate appended to the accounts pub- 
lished by the Securities Trust, we comment as follows: 

The Securities Trust, under authority of Section 22 of the Capital 
Revision Act, has been treated as a constituent unit of the National 
System. There is, however, a provision in Section 23 of the Act requiring 
presentation to Parliament annually of a Trustees’ Report and a separate 
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Balance Sheet for the Trust. It is further provided that the Trustees’ ia 
~ Report is to set forth the transactions of the Trust during each year, which 


are deemed to comprise the net change in the book value of its Capital 
Stock originating in the accounts of the Railway and, subject to the 
approval of the Governor in Council, any releases of Indebtedness or 
Collateral Securities belonging to the Trust. ) 


Mr. Fuuton: Could you tell us, with respect to the Vancouver Hotel 


Company Limited, shown on page 9, 100 per cent of 1946 profit, could you tell 
us what percentage of the capital investment in that hotel that profit represents? 

Mr. Marruews: The capital value in the Vancouver hotel, as I recall it, is 
something around $11,000,000. 

Mr. Fuuton: What percentage of that capital did the profit you received 
represent? 

Mr. JACKMAN: How much profit? 


Mr. Marruews: I might say that the profit of the Vancouver hotel, after . 


all charges including rental and depreciation, would total an amount of net 
income, let us say $288,000 in 1947, against a capital investment of something 
over $11,000,000. But the net income that we are talking about, that is declared, 
is $288,000, the net income of the Hotel company, the Vancouver Hotel Company. 
Now, as Mr. Cooper points out, in addition to that, the Canadian National 
Railways get 75 per cent of the rental that is charged against the company; but 
the hotel company, as such, declared and paid over to the two railway companies 
$288,000 net income in 1947, plus a division of the rental, 75 per cent and 
2) per cent. 

Mr. Fuyron: Would you agree that that represents a return of approximately 
2-6 per cent on the investment? 

Mr, Marrunws: You would have to take into account with respect to 
the Canadian National, that it also got back 75 per cent of $280,000. 

Mr. Futron: That rental is the thing which has to be deducted for profits; 
but I am speaking of the profit shown in 1946; that represents, approximately, 
2% per cent on the investment. : 

Mr. Matruews: We are talking, in our report, of the Vancouver Hotel 
Company; and I think if you are going to relate that to the capital investment, 
you must take into account the profit of the company plus Canadian National’s 
percentage from the whole rental against our company. So, in fact, if you take 
in the rental which comes back to the owners, you will really take your $280,000 
instead of your $288,000. 

Mr. Fuutron: And that would be your return after depreciation; making it 
about 5 per cent, 


Mr. Matruews: About 54 per cent, roughly. 


Mr. JACKMAN: Why should you not make more than that in a period of 
full occupancy and of high level of prosperity, because if you do not have 
anything like your maximum occupancy, you are going to show a loss. Supposing 
you have, let us say, 60 per cent occupancy, which is very good for hotels, then 
your Vancouver property would not show you any profit at all. 


Mr. VaucHan: We think we are doing reasonably well with the Vancouver 


hotel, having regard to all the circumstances. We think the charges now are about 
as high as we can reasonably put. them. 


Mr. JACKMAN: Your depreciation on that hotel is at a rate of 24 per cent? 
Mr. Cooper: We are charging depreciation at the rate of 10 per cent on 


the value of the furniture and the furnishings. We are paying income taxes and — 


we are making a generous allowance for upkeep, and having done all that, 
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in the period since the hotel was opened for operation, we have had a surplus of 


Ee $2,663,000, which has been divided between ourselves and the Canadian Pacific, 


and we think we have done pretty well. 


Mr. Jackman: It being a seperate company, its income is all subject. to 
corporate taxation in Canada. 


Mr. Cooprr: Yes, sir. 
Mr. JACKMAN: Even though the Crown owns half of it? 


Mr. Cooper: The hotel is owned by the Canadian National Railways but 
we rent it to an operating company which pays income tax on the result of its 
operation. 

Mr. JACKMAN: Yes. 


Mr. Matruews: The unpaid balance of the deficit for the year 1947 has 
been set up as a current account against the Dominion of Canada pending the 
appropriation by parliament of the sums required to cover the 1947 deficit as a 
whole. Since writing this report I think that the deficit was voted by parliament. 

A physical inventory of material and supplies was taken by the railway 
as at the 30th of September, 1947. A physical inventory was taken over the 
system and adjustments were made. And when you take the figures, there was 
created operating expenses of something over $500,000, but we think it was a 
very satisfactory inventory. The current assets show not very much difference 
than in previous years. Deferred assets are composed largely of contracts re- 
ceivable in connection with the sale of land in western Canada and deferred 
accounts collectable in respect of various matters. 

Discount on funded debt represents the unamortized portion of the discount 
and issue expenses incurred at the time the relative securities were sold. 


Mr. JAcKMAN: As to the physical inventory, you value everything at the 
time of the physical inventory and you make a profit or loss on that, depending 
on your book value or cost. 

Mr. MatrHews: As we have said, it is difficult to say to what extent 
that credit of $500,000 was due to rising prices in the interim. But the items 
of ties, rails and fuel are all on a weighted average cost. General stores and 
materials are taken on the datest invoice cost. 

We point out to you that the stock turns over 24 times in a year. So, to 
the extent that there is a lapse of time between that average of 24 times a year, 
and the year’s end, there would be some element there. 

Mr. Jackman: Is not that a little different from ordinary corporate 
accounting? 

Mr. Matruews: Yes, oh yes. As a matter of fact industrial accounting— 
this is not different from railway practice, generally, but you are thinking in 
terms of industrial practice except, Mr. Jackman, that you will find that if you 
make an analysis of the United States corporation, there is a very substantial 
amount of inventory profits included in 1947. 

One of the things which is pointed out by the American Management 
Association is that many companies, most companies, do price their inventories 
in commercial undertakings at cost in that market, but not the railways. 

Mr. JackmMAN: There is no criticism to be found in that method? 

Mr. Marruews: No, but I think we have to make a very definite line of 
demarcation between railways and commercial enterprises. In the case of a 
railway, its materials and supplies are not the basis of its operation, whereas 
in the case of industrial companies, they are buying and selling merchandise, 
so their inventories are of extreme importance. 

Mr. JackMAN: What is, the value in railway accouriting of taking up 
profit or loss on your inventory at the end of the year? 
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Mr. Marruews: The inventory was priced on the basis that we set out, _ 
and it was adjusted to the older values, and it was adjusted to that inventory 
price as we have indicated, and it is a very proper thing to do. 


Mr. JAckMAN: And there happened to be a credit to your operating account? 


Mr. Marruews: Yes. And it could have been the other way. But it does 
indicate the stocks are reasonably well controlled. They have a very good 
stores system in the Canadian National System. 


Mr. Furron: Under the heading of deferred assets on page 10 you refer to: 
“Contracts receivable in connection with the sale of land in western Canada...” 
In the consolidated balance sheet there is no breakdown which enables me to 
determine what amounts remain on hand for sale. 


Mr. Marruews: That was given in yesterday’s evidence, I think. 
Mr. Fuittron: Thank you. 


Mr. Marruews: Decline in market values of owned securities since the 
1947 year-end. 

While the decline in the market values of government and national system 
security issues since the year-end is a matter of common knowledge, we 
consider that we should mention to parliament the fact that such market decline 
up to the 5th of March, 1948, would have the effect of converting the year-end 
market excess over book value of the railway’s owned securities to one of.a © 
minor market deficiency. It should be explained, however, from the viewpoint 
solely of investment policy, that if the system securities ‘held in the railway 
insurance fund were carried on the books at the actual cost instead of par value 
there would still remain some over-all market excess in owned securities of the 

railway as of the 5th of March, 1948. 

Perhaps I should just enlarge on that a little. At the end of December, the 
owned securities of the railways showed a surplus of $3,405,000. That was at 
the end of December. Now, as you know, after the action which was taken. 
by the United States treasury, and followed throughout Canada, there was a 
general decline in all government or government-guaranteed securities, and on 
the National Railw ay holdings for those securities there was a general reduction 
of about 4 per cent in the over-all market values. — 

And, at the 5th of March it had affected the operating surplus of $3,405 ,000 
to the small degree of $32,000. But we point out that, from the point of view 
of investment policy, the company is still actually well ahead of any market 
decline. 


Mr. JAcKMAN: But you cannot help it very much anyway. 


Mr. MatrHews: In any event their investment policy has been quite sound, 
and there is, in the insurance fund, in writing up ‘the securities, to par, some- 
where in the neighborhood of $1,000,000 over the years. That represents an 
excess over cost, so that, while the surplus at the end of December had dis- 
appeared by March, there was nothing anybody could do about it. They 
are government and government-guaranteed securities, and everybody’s port- 
folio has suffered in the same way. 

Capital stock, labilities and reserves: 

Capital totes and long-term debts, as detailed in the relative schedules, 
are shown on the balance sheet in respect of public holdings. They are shown 
as amounts held ‘by the public and they are only internal combined capital 
debt, and they were increased by the net amount of $23,370,000 during the vear. 
All this capital debt increase of $18, 000,000 was utilized for the acquisition of 
Trans-Canada Air Lines’ share. 


Now, in respect of the several corporate reserves, we point out that of the 
$207,000 000, $81,000,000 is represented by special ‘funds and other specific 
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investments. None of these reserves, however, are presently in the nature of 
reversible appropriations of surplus nor is the accounting policy of the system 
such as would result in the creation of “hidden” reserves. 

From time to time one hears—well, for instance, during the Freight Rate 
Inquiry— some misconception of the idea that, because you had a large reserve 
position, that, in some magical way those reserves could be utilized to pay other 
expenses. That, of course, is not realistic thinking. The reserves of the 
National Railways are all noted and their accounting policy does not lend itself 
to any hidden reserve. I would like to make that point clear. 

The insurance reserve includes the amount set aside for major unadjusted 
loss claims at the date of the balance sheet. , 

Accrued depreciation—United States Lines—applies to equipment from 
a date prior to the 1st of January, 1923, and to fixed properties (excluding 
track structure) mainly from the Ist of January, 1948, in accordance with 
the regulations of the Interstate Commerce Commission. 

Other deferred liabilities consist principally of the outstanding capital 
amounts of the workmen’s compensation awards by the provinces of Ontario 
and Quebec, and the balance of the obligation to the state of Michigan in 
respect of the wider Woodward Avenue extension in Detroit. 

Other unadjusted credits include the estimated proportion of prepaid 
revenues on freight in transit, excess of actual revenues over year-end estimates 
carried in suspense, estimated liability for injuries to persons; estimated lability 
for over-charge claims, and miscellaneous credit items not otherwise provided 
for or which cannot be disposed of until additional information is received. 


Dominion of Canada proprietor’s equity: 
Dominion of Canada—proprietor’s equity—is set forth in the balance sheet 
- and the relative schedule in accordance with Section 2, subsection (f) of the Cana- 
dian National Railways Capital Revision Act of 1937, which defines the com- 
pensation of the account. The Dominion of: Canada proprietor’s equity is 
just an explanatory outline again of these equity accounts and I hardly think 
IT need to read them to you. 

The CuatrMAN: I do not think so. 

Mr. Marruews: There is nothing which is new, 

~ National utility value of the system to the Dominion. 

A realistic view of the over-all value of the Dominion’s equity in the system 
calls for consideration of an important element of value not possible of reflection 
in any set of accounts, i.e., national utility value. The system demonstrated 
its utility value to the dominion as an arm of military defence in the war years 
1939 to 1945 and, in addition, during the last five years of that period was able 
to make loan repayments to the domimion treasury aggregating $112,502,000 as 
the result. of surplus earnings after the payment of fixed charges. In the post- 
war period thus far, the system has demonstrated its utility value to the dominion 
in the country’s conversion from wartime economy and in addition, notwith- 
standing the deficits shown for the years 1946 and 1947, has afforded some 
indication of a peacetime earnings potential provided it is able to maintain a 
future traffic volume reasonably approaching the present level, and is given: 

-(a) some long term and reasonably compensatory returns to increased 

transportation rate in relation to increased wage rates and unit costs of 
materials, and 

(b) a ratio of fixed charges to operating revenues reasonably comparable 

with that of other major railways in North America. 


Wholly on the premise that the system were given these working conditions 
on a long term basis, it has indicated from peacetime earnings potential despite 
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certain handicaps from a strictly competitive and economic standpoint, which 4 
were existent at the time of amalgamation and still are inherent in some if 1ts 4 
operations. | a Lh ea 

Looking to the future, these inherent operating handicaps, in our opinion, - 
might well be made the subject of a special study with a view to determining 
the effect on operating results of those services of a national character as — 
distinguished from those of a normally competitive character. From such a _ 


study the railway enterprise and its management policies could be more equitably |.) 
and effectively valuated than is possible under the present basis of viewing the ~ 


operating results. 
Mr. Nicuoison: I wonder if Mr. Matthews would be good enough to enlarge 
on that last paragraph. 


Mr. Marrnews: When these properties were formed into the National 
Railways System. in 1922, they were unable to pay their full cost of wages 
and materials and there was a grouping together of these roads, all of which 
had been constructed under different conditions. The result was that it was 
different from the Canadian Pacific which was constructed as, more or less, 
of a composite unit, and always with the idea—and a very proper one—of 
drawing revenue producing traffic. 

Now, there are many spots on the Canadian National Railways lines that 
one might say perform services that are partly for the national good of the 
country and not strictly competitive, from the point of view of costs. For 
instance, you cannot get away from the fact that moving traffic, let us say, 
from Montreal to Halifax, over the route of the intercolonial railway is 
considerably longer a haul than that of the Canadian Pacific with its short line 
down to Saint John. Tt is just one of those facts that we have had to put up with; 
but it was part of Confederation, and properly so, 

The location of the companies, generally speaking, and the light traffic 
branch lines of the railways are factors which might be made, we respectfully 
suggest, the subject of study, because you frequently hear statements made, 
“Oh, you cannot take the Canadian National Railways as any base.” But I 
do not agree with that because our view of the national management is that 
it is just as keen, in a competitive sense, as any other railroad management. 

I wish it were possible to have the results of the national system so presented 
that there would be some separation of those operations which have to do with 
the national service from those which have to do with a purely competitive 
service, because I feel, that over a period of years, the management policies 
and the value of this railway enterprise, which is so frequently compared with 
the Canadian Pacific Railway, are matters that might be given some con-— 
sideration. 


Mr. Hazen: I suppose you will admit that the Canadian Pacific Railway 
has a national utility value too. 


Mr. Marrurws: Indeed we would; but it is a question of comparison, and 
we all know, only too well over the years, that in times of stress, this company 
is always compared with the Canadian Pacific without regard to its fundamental 
realities. That is all. No one would take anything away from the Canadian 
Pacific because they have done a great national service. 

Mr. Moore: In view of the national utility value of all railways, you 
might say, I would like to ask the management of the Canadian National if 
there has been any request recently to take over the operation of the Hudson’s 
Bay Railroad which has a definite utility value, particularly with respect. to 
military matters. 
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Mr. VaucHAN: The Hudson’s Bay Railroad is owned by the Dominion of 
Canada so I cannot see why there would be any advantage to the Canadian 
National Railways in changing its present method of operation. 

Mr. Moore: Would they not save in the way of administration cost? 


Mr. VauGHAN: No, sir. The Canadian National Railways at the present 
time operate the Hudson’s Bay Railway as agents for the Dominion govern- 
ment, and their overhead charges are comparatively low. 

Mr. Fuuron: In view of the interest that has been expressed in the question 
of recapitalization of the Canadian National System I would like to relate that 
to what you have just been saying with respect. to the separation of the national 
utility value of the railways and their aspects with respect to operations which 
might be said to be strictly competitive. In short, my idea is this, I take it 


from what you said as to what it costs to operate the intercolonial railways 


part of the system, from Montreal to Halifax, that it is, generally speaking, non- 
profitable; but I think you said it was justified on account of its national 
utility value. 

Mr. Marruews: We are speaking of excess mileage in comparison with the 
Canadian Pacifie only. ( 

Mr. Fuuron: But were you not applying it expressly to that portion of the 
line? 

Mr. Marruews: I only gave it as an illustration, that as an element of 
Confederation the intercolonial railway was a component part. But the Cana- 
dian National Railways have to compete, in transportation, between Montreal 
and the Atlantic coast, and they have to haul a great deal further than the Cana- 
dian Pacific. We are just speaking here comparatively, nothing else, because 
over the years we have seen many periods when this institution was made the 
subject of comparison with the Canadian Pacific, under conditions which were 
just not comparable. 


Mr. Fuuron: I agree with you. But my point is that the mere setting aside 
of that part, or these specific parts of the railway on the basis which you set 
forth would not meet the problem which has been referred to, the necessity, if 
such there be, for recapitalization. 

Mr. Marruews: We point out that notwithstanding these apparent handi- 
eaps which have been with the system from the first day it came into being, and 
always remembering that the Canadian National Railway System was the result 


_ of bankrupt privately owned railways, together with the Canadian government 
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railway, that is just a fact and I am not going to enter into any discussion as to 
the merits of private or public ownership. These are just historical facts. 

Mr. Fuuttron: I thought it might have been implied that even if for revenue 
purposes—if I might put it that way, those portions of the railway which are less 
profitable but which are important nationally, if they could be set aside, and the 
government said, ‘‘We are willing to aecept a deficit on those parts because 
they make a contribtuion to the national transportation system”—still the prob- 
lem of meeting capital charges on the over-all railway would exist and would 
still have to be met. 

Mr. MatrHews: Yes. 

Mr. NicHotson: If, in 1922, it had been decided as government policy to 
place the Canadian National Railways in a similar position to the Canadian 
Pacifie or the American lines, with a view to fixed charges to operating revenue, 
then what reductions would have been affected in the capital debt of the 
Canadian National? : 

Mr. Matruews: During that period they did not have anything in the way 


of fixed charges. There was a deficit on the actual material and labour costs. 
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Mr. JACKMAN: On parts of the line but not on the over-all picture. 

Mr. Marruews: Yes, on the system. 

Mr. JAcKMAN: Has not the system always earned its operating charges? 

Mr. VaugHan: What Mr. Matthews is saying is that when the various rail- 
ways came into the Canadian National Railways the total operations of those 
railways produced a deficit before any fixed charges were taken into account. 
Mr. JacKMAN: Prior to 1922, 7 
Mr. VAUGHAN: Yes. i 


Mr. JACKMAN: But since it has been under government ownership? | 
Mr. VauGcHaAN: Since it has been under government ownership, every year — 
we have had an operating profit before fixed charges were taken into account. | 
Mr. JacKMAN: Let us take the intercolonial railway as an example. When_ 
you say that that road does not meet its operating charges were you considering 
the money which the railway received under the Maritime Freight Rates Act. 

Mr. Marruews: You mean the Atlantic region, in 1947? - 

Mr. JACKMAN: Speaking generally over the years of operation. 

Mr. VAueHAN: There was a heavy operating loss on the Atlantic region for 
1947 amounting to over $10,000,000. 

Mr. JACKMAN: Even before the charges for funded indebtedness, there is a 
straight operating loss? : 

Mr. VaucHaAN: Yes. Even before charges for interest there is a direct oper- 
ating loss. 

Mr. JAckMAN: Are there any other branch lines or parts of the system 
which your accounting figures show. do not meet their actual out-of- poet 
expenses? 

Mr. VAUGHAN: Ves there are other lines. We are analysing every line at 
the present time.. ‘Take the line from Redpath Junction to Prince Rupert. 
There is quite a heavy deficit on the operation of that. line. 

Mr. JAcKMAN: Are there any bonds out on that line? 

Mr. VauGHAN: Oh, yes, there is a substantial bond issue on that line. 

Mr. Marruews: Major contingent liabilities—including capitalization of 
pensions. ? 

Apart from undertakings for capital expenditures which are subject to 
authorization by parliament and those for materials required in the ordinary 
course of business, major contingent liabilities are as outlined in the relative 
schedule. | . 

Mr. JackMAN: Have we handy a figure showing what the capitalized value 
of accruing pensions are, on the pension plans other than the 1935 one? 

Mr. Matrnews: No, I have not, Mr. Jackman, but it is a substantial 
figure. It would be a substantial figure. Might I say again, that is something 
beyond the control of the railway management, because they would have to 
seek the authority of the proprietor in order to establish such a reserve, and we 
feel that 1t. would have to be approved by parliament. There would have to be a 
large transfer from proprietor’s equity. 

Mr. JAacKMAN: Did you not give us a figure some years ago, Mr. Cooper, 
of the actuarial computation of the capitalized value of the accruing pensions? 

Mr. Cooper: I think I mentioned a figure of something like $60,000,000. 
But since then, wage scales have been stepped up to a level at which I do not 
think that figure would be of very much use. The fact is, of course, that we 
have a very substantial amount set aside for pensions. All in all, it amounts to 
$67,848,000 at the end of 1947, and that has all taken place since 1935. So I. 
think we are doing very well. 
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Mr. MATTHEWS: In addition to what the company sets up, the employees 
make contributions under the 1935 plan, and there is accumulated the sum of 


- $26,933,000, and those two, together, provide $67,848,000. Now, at the year’s end 


these funds had a surplus, on the Sth of March. They were affected in the 
same way as the railways. 

Now, in respect of the non-contractual plans we simply point out that 
there are no capital valuations of these plans. Pensions which are paid to 
employees, or those payments which are made towards Grand Trunk superan- 
nuations or intercolonial railways, are charged to railway pensions account, 
but no contractual pensions are capitalized, no non-contractual pensions are 
capitalized. These non-contractual plans, of course, in due time will cease 
to be, although there will be some considerable time before that arises. 

Foreign exchange conversions. United States currency is on a par with 
sterling at $4.86 to the pound sterling and French currency at approximately 
15 franes to the dollar. 

As to the basis of accounting consolidation, I do not think you are interested 
in that, apart from the fact that we think it is sound. 

Previous years’ recommendations to parliament. 

From time to time in previous years there have been included in our annual 
reports, inter alia, certain recommendations to parliament covering two major 
matters, 1.e.: 

(a) The extension of existing depreciation accounting policies on the 
Canadian lines, and 

(b) The establishment of uniform accounting regulations for Canadian 
railways under the statutory authority of the dominion. 

Mr. JackMAN: Under that second paragraph (b) has the Canadian 
Pacific adopted Inter-State Commerce Commission accounting principles? 

Mr. MatrHews: In respect of what? 

Mr. JackKMAN: In respect of the establishment of uniform .accounting 
regulations for Canadian railways, do they follow the Inter-State Commerce 
Commission now? 

Mr. Marruews: As far as our recommendations over these many years 
in this matter are concerned, it has never been done, as we have endeavoured 
to make clear. The Canadian National Railways is, apart from depreciation 
on fixed properties, operated on a basis very closely allied with the Inter-State 
Commerce Commission. ; 

Now, so far as the Canadian Pacific is concerned I cannot say what their 
internal basis of accounting is. One can only judge from the reports that are 


published, but there are differences in accounting bases, undoubtedly. On the 


matter of uniform accounting regulations, we feel that, in view of the outlook 
for rate structures and wage negotiations and various other things, particularly 
the rate structures, that if the railways have to go to these bodies for approval 
of rates, there is something pretty definite to be said, we think, for those bodies 
Raving first prescribed the basis of accounting. 

In the United States where the Inter-State Commerce Commission both 
prescribe the accounting regulations and the rate of increases or adjustments 
of any kind, they have a fairly accurate knowledge of what the facts and the 
costs are. For that reason, amongst others that we have given in the past, 
we have thought, and we repeat again, that we believe that uniform accounting 
regulations under statutory authority of the dominion, are something to which 
the government might still give some consideration. | 

Mr. Nicuotson: Do the Board of Transport Commissioners have author- 
ity to take some action along that line, or would it require an act of parliament? 


Mr. Marruews: I could not say what the legislative procedure would 
have to be. 
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Mr. Hazen: Do you follow the accounting system of the Interstate dl 
Commerce Commission? laine: ea 

Mr. Marruews: Yes. The Canadian National Railways, apart from depre-.— 
ciation on fixed properties follow all of the main requirements of the Inter- 
state Commerce Commission. 

Mr. Hazen; And are you obliged to do that because you have lines in the 
United States? | 

Mr. Marruews: The national railways have never been obliged to do so 
in Canada, ‘but in the United States, of course. And at the time the national 
system was formed in 1923, they adopted, basically the Interstate Commerce 
Commission accounting for their Canadian lines. Pak | 

Mr. Hazen: The Canadian Pacific has some lines in the United States? 

Mr. Marrurews: That is right. 

Mr. Hazen: Do they have to have two systems? 

Mr. Marrurews: In the case of the Canadian Pacific Railway, their 
lines in the United States are operated very largely through their holdings in 
subsidiary companies, whereas the Canadian National— 

Mr. Hazmn: Is it because of the regulations of the Interstate Commerce 
Commission that they are obliged to— ; 

Mr. Matrurws: Oh no, nobody in Canada is obliged. 

Mr. Hazen: Oh, I though that you were, maybe I have been mistaken. 

Mr. Marruews: The Canadian Pacific and the Canadian National operate 
lines in the United States. Those United States lines must follow the Inter- 
state Commerce Commission regulations. But in the case of the Canadian 
National, the American lines form part of the national system whereas in the 
ease of the Canadian Pacific, their American lines are operated largely through 
subsidiary companies. 

Mr. Hazen: If it is so difficult to get the Canadian Pacific to adopt your 
system in Canada, would it not be possible for you to adopt the Canadian 
Pacific’s system 'then. Might it not be much easier for us to do that? 

Mr. NicHotson: It seems to me that this recommendation has been before 
the committee for a great number of years. 

Mr. Marrnews: I think we first brought it to the attention of parliament 
in 1933 or 1934. 

Mr. Nicuotson: And you think it is still desirable that it should be 
done? 

Mr. Marruews: In our opinion, even more so. 

Mr. NicHoutson: According to the evidence which was given before the 
Board of Transport Commissioners, it is very difficult to assess a case when 
the accounting systems of the two companies are so different. 

Mr. Moore: Was that one of the recommendations made by the Royal 
Commission in 1922? : 

Mr. MarrHews: No. 

Mr. Jackman: Perhaps Mr. Cooper could tell us whether or not the 
Canadian Pacific accounting is on the Interstate Commerce Commission basis? 
Mr. Cooper: No, I do not eare to speak about the Canadian Pacific 
accounting. ; 

Mr. JackMAN: I think you once said that you. belonged to an associa- 
tion of railway auditors or accountants or comptrollers, or something of that 
sort and that you went on the record some years ago. To your knowledge 
do you understand that they are on the Interstate Commerce Commission 
basis? ; | 
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‘Mr. Cooper: On this matter of uniform accounting, to make our position 


clear, I would like to say that we took the initiative in endeavouring to secure 
- uniform accounting, and we have never changed our view that there should 


be uniform accounting for the railways in Canada. 

_ You said something, this morning, Mr. Jackman, which, if I understood 
it correctly, left the implication that the auditors were advocating uniformity 
of accounting and that we were opposing it. 


Mr. JAcKMAN: I did not know you were for it, and I am glad to know 
you are. 


Mr. Cooper: Our contention is that the uniform rules shall be the Inter- 
state Commerce Commission rules; and when the auditors made their recom- 
mendation in 1934, they recommended what they called a distinctly Canadian 
classification, which would be something different from the Interstate Com- 
merce Commission rules. In fact, they suggested that we should get away 
from references in Canada to the Interstate Commerce Commission classifica- 
tions. Now you will understand and appreciate, I am sure, that because our 
railway is an international railway, that such portion of the railway which is 
in the United States must, of necessity, carry out Interstate Commerce 
Commission accounting rules, and that it would be a matter of considerable 
difficulty if we had imposed upon us two different and conflicting rules of 
accounting. 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LIMITED 


10th March, 1948. 
Tue HoNnouRABLE THE MINISTER OF TRANSPORT, 
OrTTrawa, CANADA. 


Sir:—Acting under your authority we have audited the accounts 
of the CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, 
LIMITED for the year ended the 31st December, 1947, and we now 
submit, through you, our report to Parliament. 

The accounts of the Steamships and its subsidiary companies are 
not consolidated with those of the National System, the 100 per cent 
stock ownership of the parent steamship company being vested in the 
Dominion Government. . 

‘Supplementing our Audit Certificate appended to the accounts 
published by the Steamships, we comment on the Consolidated Income 
Account, Consolidated Profit and Loss Account ‘and Consolidated 

- Balance Sheet as follows:— 


Consolidated income account 
The Surplus amounting to $523,000 for the year 1947 is summarized 


hereunder:— 
Surplus after making provision for the general expenses of 
operation but before Interest and Depreciation ...... $1,590,000 
Tes MU GAree tye luieuin ti ran teeta lstaters. Slats ciate var ialanoaia.s 573,000 
Surplus before Depreciation ............0..+.00505: Die pier $1,017,000 
Bese eh enreac atlOmpe ee er emeeitie Cire) o S's oh vie Sie os ares 494 000 
SUD HISiy aeiemed He seamr IN de OR AS atre eed SOs eye ne $ 523,000 


The general expenses of operation largely consisting of wages and 
materials, which continued to increase during 1947, include the following 
items: 

11143—5 


bie 
ee 


202 


SESSIONAL COMMITTEE preety Gree ee ane 


YI. 


(a) Provision covering the balance of the presently onihiatad excess — 
expenditure over the cost assumed by the Dominion Government with — 
respect to the reconversion and overhaul of the “Lady” ships Nelson _ 


and Rodney; 

(b) Administrative Charges by Canadian National Railways; 

(c) Insurance Premiums on risks carried both by the Insurance Fund and 
Outside Underwriters; 


(d) Pension payments to the Canadian National Railway Company as 


Pension Contract Underwriter, and 

(e) Tax provisions covering principally Dominion Unemployment In- 
surance, Province of Quebec Capital and Income Taxes, and Muni- 
cipal Taxes. 


Interest on Funded Debt was at the rate of 5 per cent and Interest on 
Government Advances for Deficits 2-5 per cent or a composite rate of 4:29 
per cent at the year-end. 


Depreciation covers all vessels at the uniform rate of 5% for the year. 


‘ We have received the customary certificates from the responsible 
officers of the Steamships relating to current maintenance and physical 
retirements of Capital Assets. 


Consolidated Profit and Loss Account 


The Deficit decreased $615,000 as a result of the Surplus in 1947 ands 
Capital Profits realized from the sale of Vessels. 


Consolidated balance sheet 


Investment in Vessels is carried on the general basis of cost. 
Accrued Depreciation covers the period from the inception of opera- 
tions in. 1929 to 1947. 


Replacement and Insurance Funds aggregating $4,432,000 are com- 


posed of investments in the securities of the Dominion Government and ~ 


the National System (Dominion Guaranteed) together with Cash and 


sundry current assets. The year-end market value of the securities held 


in these funds in total exceeded the book figure based on cost. The same 
current market situation as of 'the 5th March, 1948, however, applies to 
these securities as is outlined in our comments on National System 
valuations. 

The Replacement Fund decreased $2,565,000 during the year as & 
result of the release of funds for the purchase and conversion of Vessels 
less Depreciation Accruals paid into the Fund, proceeds from Vessel Sales 


and Insurance Recoveries together with the 1947 Profit on the overall 4 


operations retained in the Fund and credited to “Vessel Replacement 
Fund Earnings” in the Income Account. 


The Insurance Fund increased $222,000 during -the year. ‘The 1947 


Profit on the overall operations was retained in the Fund and the cor- 


responding Reserve. With particular reference to the “Lady” and “Diesel” 4 
ships, we would point out that the 100 per cent insurance risk is presently — 


carried in the Fund. 
Accounts Receivable and Payable of all classifications have been 
tested by us on the same basis as that outlined for the National System. 
Current Assets show a ratio of 1-6 to 1 of Current Liabilities. In 


this connection it should be mentioned that a cash payment of $256,000 


was made to the Dominion Government in reduction of Advances in the 
early part of 1948. In 1946 Current Assets showed a ratio of 2 to 1, 


out of which a cash payment of $1,105,000 was made to the Government : 


in reduction of Advances in the early part of 1947. 
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Discount on Capital Stock represents an intangible book value set 
up at the time of incorporation to offset the par value of the shares issued 
in consideration only of the guarantee by the Dominion of the Steam- 
ships Bonds. 

Capital Stock and Funded Debt were unchanged during the year 
as Capital Expenditures were financed through the Replacement Fund. 

Dominion of Canada account represents only the balance of Advances 
for Deficits, all Advances on Capital account having been previously 
repaid to the Government. 

Accrued Reconversion and Overhaul Expense represents the estimated 
balance payable to contractors in respect of the “Lady” ships Nelson and 
Rodney. 

Unadjusted Credits are comprised of uncompleted voyage suspense 
items. 

The Insurance Reserve includes the amount set aside for major un- 
adjusted loss claims at the date of the Balance Sheet. 

Profit and Loss covers the period from the inception of operations 
in 1929 to 1947. In considering the Deficits we would again point out to 
Parliament that Interest. on Advances for Deficits has been charged for 
the entire period. 


Major Contingent Tiehinives of the Steamships relate to Pension 

Plans, with reference to which we would point out: 

(a) That a Funded Reserve is provided through the C.N.R. as Pension 
Contract Underwriter against the estimated capital value of contracts 
in force under the 1935 Plan but not against pensions conditionally 
accruing. In this connection it should be borne in mind that Operating 
Expenses of the Steamships are charged with Pension payments to the 
C.N.R. Pension Contract Fund, and 

(6) That the contributions by the Steamships employees presently in 
service are invested through the separately ‘administered Pension 
Trust Funds under the C.N.R. 1935 Plan. 


Where foreign currencies are involved, the Balance Sheet Accounts 
of the Steamships are converted generally as follows: 
(a) United States Currency 

—at the dollar par of exchange, and 
(6) Sterling Currency 

—at the rate of $4.02 to the £ Sterling covering only Working Capital 

accounts. 

It should be mentioned that the Funded Debt is payable, at the 
option of the holders, on the “three-way” basis, i.e. in Canadian, United 
States or Sterling currencies. 

The test audit of the Steamships for the year 1947 was similar in 
scope to that of the National System previously outlined in this Report. 


I say that we are ready to adopt the Interstate Commerce Commission 

rules in toto. We would recommend that they be adopted in Canada. We are 
objecting to any thing different. If the Interstate Commerce Commission rules 
were adopted in Canada we would go along, with all the implications involved, 
including depreciation on the fixed properties. But when you talk about 
uniformity, let us ‘have full uniformity; let us have uniformity in the favour- 
able factors as well as in those factors which force additional charges on the 
Canadian National Railways. Let us have uniformity in everything. If we 
can have full uniformity, even though that involves the adoption of deprecia- 
tion accounting for fixed property, we still will go along. But as I say, don’t 
give us a set of rules which add to our charges and leave us on some different 
basis with respect to the other factors. 
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I do not know whether I make myself clear or not. I would like to make ~ 
it very clear if I have not done so. We do not oppose uniform accounting, but — 
we do oppose a different set of accounting rules in view of the fact that we — 
are an international line, and because we want to be able to make comparisons © 
with other railroads in the United States. Let the uniform rules which are 3 
to be adopted be rules which we call the standard railway accounting regula- ~ 


tions. 


do not want a distinctly Canadian type of accounts, a type which is nation- 


alistic or isolationistic. We prefer to be a member on equal footing with other 4 


railroads and other international airlines, with our accounts being constituted 


on a basis in strict conformity with theirs, and so that you can take them and — 


draw correct conclusions from them. 


Mr. Jackman: I think we are in agreement with you, Mr. Cooper. You 
mentioned something about interest charges. You were only speaking of 
accounting policy? | 


Mr. Coorzr: What I was speaking of was uniform rules. 


Mr. JacKMAN: It is only in connection with the treatment of the interest 
charges, not in connection with the other accounts to which you were referring? 


Mr. Coorrr: The question came up once, you will recall, of income tax. 
What we are urging is that we be put on a uniform basis with respect to all 
other items. What we are objecting to is that we should have enforced on us 
those factors which add to our costs and we get no relief with respect to factors 
which would reduce our costs. I think we have a very reasonable case. 

Mr. JackMAN: That brings in the national utility value of the system, 
does it not? 

Mr. Coorrr: Pardon me, I didn’t hear what you said. 

Mr. Jackman: I said, that brings in the national utility value of the 
system, does it not? 

Mr. Cooper: Now may I also speak about depreciation accounting because 
it has been mentioned here. I do not want to take up the time of this committee 
unduly; you have heard about this subject for a number of years. Even though 
I am reluctant to take up the time of the committee, it does not seem to me to 


be quite fair to the Canadian National Railways to leave the situation just where © 


it is at the moment. With respect to depreciation accounting on equipment 
there should not be any question but that we are on all fours with the other rail- 
roads in the United States or say the North American continent. We are accruing 
depreciation on a 34 per cent basis, giving our equipment a life of 27 years, and 
I believe the life of our equipment is in excess of that. In other words, I believe 
that we are making a generous provision for depreciation on equipment. We 
started depreciation accounting on equipment in 1940, and in the intervening 
years—1940-47—-we have charged our operating expenses with $131,737,000. In 
that period of time we haye retired equipment amounting to $23,334,000 which 
means that in the eight year period we have accumulated a reserve of over 
- $100,000,000. Our Canadian reserve at the end of 1947 represents over 20 per 
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We have a problem at the present time in connection with Trans-Canada a 
Airlines. We devised a set of accounting rules and regulations for Trans- — 
Canada Airlines and we were immediately confronted with the fact that when — 
our people want to make a comparison with the other major lines in the © 
United States there were differences in ‘the accounting rules. And not only 4 
is that so, but there are differences between the International Airlines, such as — 
the French, the Dutch, the British and others. What is going on at the present — 
time is this. There is a group of experts at work at the present time trying to 
work out uniform accounting rules which will apply universally to all inter-° — 
national air carriers. Now, that is the sort of progress we want to make. We 
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cent of the value of our equipment, and that sum has been accumulated in eight 
_ years. On our American lines they have accumulated 42 per cent of the ledger 
value of their equipment in a period of 41 years. You can therefore see in so far 
as depreciation on equipment is concerned that there is not a shadow of a doubt 
_ but that the provision we are making is adequate. It conforms to general 
_ practice and is at least on a scale as generous as under the policy followed with 


" respect to lines in the United States. Now we do differ from standard railroad- 
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ing accounting practice with respect to depreciation on fixed property. ‘There is 
no misunderstanding about that. In our 1942 report we stated very clearly 
_ what our depreciation policy was. We said “It is considered desirable that the 
_ depreciation policy of the railroad shall be indicated so that the record may be 
_ clear as to the basis upon which the accounts herein presented have been stated”, 
_-and we went on to explain what we were doing. Any thought that something is 
_ how being uncovered or brought to the surface is, I think, completely wrong. 
_ The reasons we differ with respect to other railroads on this matter of deprecia- 
tion accounting for fixed property are these: United States railroads and the 
Canadian Pacific adopted depreciation accounting in 1943. For over 40 years 
_ they had contended that depreciation accounting for fixed properties was wrong 
and was not necessary. They changed their position in 1943 because they became 
subject to excess profits tax. That is not logic; it is a policy of expediency. 


Mr. Jackman: That is understandable. 


Mr. Cooper: Do you agree with that? Then when they adopted deprecia- 
tion accounting they said they would not. bother about rails and ties and ballast 
but on those items they continued on a retirement accounting basis. What logic 
is there in that? If there is anything subject to depreciation it is rails, ties, and 

ballast, but they said “Oh, no, we will not adopt depreciation accounting on 

_ those things, we will confine it to bridges, stations, shops, telegraph posts, and 
right of way fences.” What kind: of logic is there in that? We said we would 

not go along, and when this contention for depreciation accounting for fixed 
property for railroads is brought up it does not convince me at all. Moreover, 

in addition to the things I have mentioned I think that in connection with the 
Canadian National Railways there are other factors. We should remember: 
first of all that the Canadian National Railroad is a government enterprise. 
There are no outside shareholders; there are no market quotations for the shares 
no one is going to take our ‘balance sheet and be misled into buying or selling 
securities of the C.N.R. Moreover, if in 1947 we were to have charged up some 

_ $8,000,000—and I think that was the figure you were looking for this morning, 
Mr. Jackman— 


Mr. JACKMAN: Yes. 


Mr. Cooper: —If we had charged that amount and said we had had a 
deficit of $23,000,000 instead of a deficit of $15,000,000, we would have had 
to go to the Department of Finance and ask that department to give us 
$8,000,000 over and above the amount for which we did ask. Now we could 
not adopt depreciation accounting involving a charge on the dominion exchequer 
without the approval of the Finance Department, and rightly so. I¢ might be 
all right in 1947 when the national revenues are buoyant that they would say 
“Yes, we will give you $23,000,000 instead of $15,000,000”. However, when hard 
_ times comes back, if they do, as they did in 1932, 1933, and 1934, the eovern- 
ment I fear would do exactly as it did in the case of the Canadian National 
Steamships. The government would say “It is not necessary for us to provide, 

out of public funds by taxation, sums of money which you can set aside as a 
depreciation reserve.” If the government, said that we go back to the stage 
_ where we have two sets of accounts. We have a cash income and we have 
certain non-cash charges, and we have to begin deducting from our published 
figures items which are not represented in cash. There you get confusion. 
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You only need to go back to the accounts prior to 1937 and try to reconcile — 
the published figures of the railway with the amount of money which the — 
government said the railway lost. Now I do not want to take up your time — 
but another difficulty we would have would be that we have no inventory. 4 
You cannot pull figures out of the air upon which to set up depreciation account- — 
ing. The rates vary. The rate is different for a bridge, or a station, and all © 
the other elements of fixed property. It cost the Interstate Commerce Com- 
mission $50,000,000 and it cost the class 1 railroads of the United States ~ 
$153,000,000 to make an inventory of their property and it took them, I think, — 
some fifteen years to make that inventory. We are not going into depreciation ~ 
accounting, as I said before, by taking the figures out of the air, and I do not — 
think we are justified at this time in setting aside engineers and other tech- — 
nical employees to compile an inventory of the Canadian National Railways — 
in order that we can follow an accounting theory, which as I say, has no logic 
Inauyatiall, “4 

Mr. Hatrietp: Who directs the policy of the Canadian National Railways? ~ 
Mr. Cooper: So far as accounting policy is concerned, I do. ‘ 
Mr. Harriretp: Are you a director? 

Mr. Coorrr: No, sir. 
Mr. Harrietp: How many directors have you? 
Mr. Cooper: We have seven. 

Mr. Hatrriretp: What do they do? 

Mr. VaucHan: They perform the duties which any director does in a 
corporation. They meet regularly and deal with important questions of policy — 
and approve transactions which require to be approved under the by-laws of 
the railway. | 

Mr. Hatrietp: They are just a shadow board. 


Mr. VaucHan: No, sir, decidedly not, unless you call the board of directors 
of every company in existence a shadow board. 

Mr. Coorer: I should like to add one or two sentences to my last state- — 
ment because I think, Mr. Jackman, you will agree with this. Either system = 
will produce the same results. Under either system, this 1s what you would do: | 
you buy a piece of property and you wear it out. You must charge the loss — 
to operating expenses. You can do it by spreading the loss over the years, — 
and that is called depreciation accounting. You can charge it to your expenses — 
at the time the loss is incurred and that is retirement accounting. 

Mr. JackMAN: The loss is being incurred each vear of operation. It is © 
for that reason I favour the establishment of the system advocated by your ~ 
auditors and by myself. You say you provide for the loss at the time it is | 
incurred, namely, the time of renewal or replacement. I prefer to do it currently, — 
each year. I am in entire agreement in regard to the rolling stock. There is © 
no difference of opinion there. 

What does cause me concern is a situation such as I endeavoured to outline ~ 
this morning, when we had depreciation of properties in the United States — 
of $67,000,000 against which was set up a reserve for depreciation of $952,000. 
We had an estimated $700,000,000 of depreciable property in Canada, certainly 
ten times as much physical property as we have in the United States, yet — 
renewals and replacements, which is the only item deducted from operations — 
as a charge during the year, was only $881,000. In other words, we have a 7 
lesser amount to take care of depreciation on ten times the property. 

~ Mr. Cooper: May I explain that? In 1947, we handled more business ~ 
than we ever had in our history, including the busy war years. Every unit of | 
rolling stock which had any service in it and every unit of fixed property — 
which had any service usefulness, was retained in service. I believe we would — 
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be criticized if we were to-take out of service property which had a useful value, | 


merely to get into our accounts a figure which would compare with what the 
figures should be under depreciation accounting. 


Mr. JackMAN: Under the system I am proposing, you would not have 
to take it out of service. 


Mr. Cooper: I have given you my reasons. I did not want the record 
to stand as it was. I did not think it was fair to the railway. I apologize for 
taking up the time of the committee. 


Mr. Fuuron: May I ask you one question before you close that part of 


the discussion. Apart from the question of depreciation accounting, would 


you care to indicate or are you prepared to indicate, how substantial a change 
would be involved if the Canadian Pacific were to adopt your recommendations 


with respect to reclassification of the accounting system? Is it a substantial 


change or is it a relatively minor one? 


Mr. Coorrr: I have always been regretful of gettitg into a discussion of 
the Canadian Pacific accounts, but it is my belief—after all, Mr. Leslie, the 


’ vice-president ofthe Canadian Pacific and I discuss many things together and 


our discussions are on a very friendly, frank basis— 
Mr. Fuuron: I would not ask you to do more than express an opinion. 


Mr. Cooper: It is my conviction that, in a very large measure, the Cana- 
dian Pacific follows the Interstate Commerce Commission accounting. The 
only difference of which I can think is this; if you look at their income state- 
ment, they show gross earnings of $318,000,000 and working expenses, including 
taxes, of $295,000,000. I should like Mr. Jackman to see this. 


Mr. JackMAN: What page is that? 


Mr. Cooper: Page 7 of the Canadian Pacific annual report, 1947. They 
show their gross earnings as $318,000,000, working expenses, including taxes, 
$295,000,000; net earnings, $22,000,000. 

Do you mind turning to page 41 of the report? In the second bracket on 
that page, under the heading, ‘Total traffic”, they show operating revenues, 
$321,000,000, which you will notice is different from what they show on page 


7. They show their operating expenses, $279,000,000, which is different from 


what they show on page 7. Their net operating revenue is shown as $41,000,000 
as compared with net earnings of $22,000,000 on page 7. The $41,000,000 
is comparable with ours. It is my belief that the $41,000,000 on page 41 is _ 
stated according to the Interstate Commerce Commission rules and regulations. 


Mr. Jackman: You believe they carried it down in an income account 
on page 7, but it may be after taxes? 


Mr. Coorrr: It says so; that is where we differ. They charge income taxes 
as working expenses. 


Mr, JAcKkMAN: They are, so far as the shareholder is concerned. 


Mr. Cooper: If you can convince me that the income tax they pay out 
on their steamship operations, their hotel operations and their other income, 
is an operating or working expense of the railway, I throw up my hands. 


Mr. Fuuron: In other words, one of the differences would be the C.P.R. 
would have to set up separate accounts for each of their classes of operation; 
that would be one of the results? — 


Mr. Coorrr: No, sir, the difference would be they would take out of their 
revenues and expenses, as shown on page 7, taxes, Joint facility rents and 
equipment. rents. - 
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If you look at our report on page 4, you will see we show operating 


revenues and operating expenses. Then, we show below the taxes, equipment 
rents, Joint facility rents, so we are excluding them from operating expenses. 
They include them in their working expenses. 

In 1932, Mr. C. D. Howe, who was then Minister of Transport, appointed 
a committee to study uniform classifications for Canadian railways. It was 
generally agreed we would follow the broad basis of the Interstate Commerce 
‘Commission. The Canadian Pacific felt. that taxes, joint facility rents and 
equipment rents should be included in working expenses and I objected. No 
other railroad on the North American continent does it. That is the main 
difference between us. 

The Cuairman: Is that O.K., gentlemen? Now, there are two more para- 
graphs regarding the Canadian National Railways. Are there any questions 
with regard to Canadian National West Indies Steamships company? That 
is on page 15, Mr. Hazen. Mr. Jackman, have you any questions? : 

Mr. Jackman: I have not questions. I would like to say to Mr. Cooper, 
that I do not see anything very difficult about the C.P.R. dual presentation 
of accounts. One is something for the shareholders who are interested in the 
net available company dividend and the other is an account which will interest 


the railway people; and that is the one which is uniform, as you suggested, 


or thought, with the I.C.C. 
Mr. Coorrr: I did not initiate this discussion on uniformity. 
Mr. Jackman: However, I merely make that observation. | 
The Cuarrman: Is the report adopted? It is moved by Mr. Lafontaine 


and seconded by Mr. McCulloch that we adopt the report. 
Carried. 


Gentlemen, that takes us up to the T.C.A. and we expect to go on with 
the T.C.A. tomorrow. . 

Now, Mr. Fulton has just asked me if he might ask a question of the 
company. He has not been here all the time and I want to be fair to: him. 
He would like to ask a question about some safety devices and I would like 
to have him get his questions on the record and perhaps the company can 
furnish him with the answers or give him the information right now. 


Mr. Furron: My question is directed to Mr. Vaughan or to Mr. Walton. 
There have been investigations going on under the direction of the Board of 
Transport Commissioners and the Canadian National Railways as to accidents 
in British Columbia caused by landslides, one of which caused the loss of five 
lives and the other two. . They are investigations concerning the feasibility of 
installing slide fences and devices which would warn trains that something 
was on the track in the winter time. 

Mr. VaucHan: That matter has been given very serious consideration 
by us. I think Mr. Walton can report more in detail on that matter. 


Mr. Watton: We have been much concerned about the slide conditions 
in the mountains. They have been particularly bad over the last few months. 
One accident to which Mr. Fulton referred caused the loss of five lives. I would 
like to mention in passing that three of the fatalities were trespassers on the 
train. We have been conducting investigations, and Mr. Vaughan has approved 
the expenditure, for equipping the line between Red Pass junction and Jackman, 
a distance of about twenty-three miles, with automatic block signals; also 
between Spence’s Bridge and Hope, roughly ninety-one miles, with automatic 
block signals. Along with that will go a trial installation of slide protection 
fences about which some development work is necessary. There will also be 
considerable investigation required as to obtaining power to operate the signals 
and other details, and those matters are being worked on. The expenditure 
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has been authorized and as quickly as we can go forward with the matter 
these protection devices will be set up and we feel they will go a long way 
toward greater protection on that part of the railroad where these slide 
conditions have been present and no doubt will to some measure continue for a 
long time to come. 

Mr. Funron: Are you in a position to say what expenditure has been 
authorized? 

Mr. Warton: It will run very close to a million dollars when it is 
completed. That will not be spent this year. The delivery of the material 
and the actual erection of the signals will run into next year. The contem- 
plated expenditure for these mileages which I have mentioned will, in round 
figures, be about $1,000,000. 

Mr. Fuxton: Will a substantial part of the work be completed before 
next winter? 

Mr. Watton: I doubt it will be possible to secure the material with the 
lag in the supply of material of that kind; but we will push the matter all 
we can. 

Mr. JAckMAN: I would like to suggest in connection with the Hudson 
Bay Railway—I am not asking that the manager should be brought before us— 
but I think it would be advisable if we did, as we did last year, table the 
accounts. It amounts to about two sheets of paper. 

Mr. Cooprer: If we give them to the clerk and have them included in the 
proceedings, will that be satisfactory? 

Mr. JACKMAN: “Yes. 


(Agree—See appendix A.) 


. The CuHatrman: Gentlemen, on behalf of the committee I want to thank 
President Vaughan and his officials for their kind courtesy and the way in 
which they have answered all our questions and I hope that we will see them 
again next year and that they will be in good health— 

Mr. JackmMAN: And in good wealth. 


The CuHatrMan: —and as generous as they have been this year. I think 
our committee, which is composed of a very fine group of men, have tried to be 
fair and courteous to the witnesses. 

Mr. Jackman: I have pleasure in seconding your remarks, Mr. Chairman, 
and I would add, “in health and in wealth”. 


Mr. VaucHan: Thank you, Mr. Chairman and gentlemen. We appreciate 
your patience. 


The committee adjourned. 


* 
. | APPENDIX A 
: DEPARTMENT OF TRANSPORT 
' | 
Hupson Bay RaItway 
j < ; 
Consolidated Income Account Fiscal Year 1947-1948 and Fiscal Year 1946-1947—Not Final. 
' Fiscal Year 
1947-1948 
(11 mos. actual Fiscal Year 
1 mo. estimated) 1946-1947 
Railway Operating Revenues 
Bi Bn aie ae es Mie oa oe & 836,293.00 $ 351,726.50. 
a ee seiire ne | tes ea eres fede) aan saat hang See che 103,066.00 77,934.38 
BYE EU iver pt aks ain che Shes PE ee as IG, Fie one's oe i POE es 9 2,848 ,00: 2,585.53 
Jnr ee Pl ee eit (A er Sk a Oar Pa oe ee Rear ae Sa 31,361.00 13,287.25 
eleoranisierr naa ta tence dye sete eee Ne diag 68 9,029.00 8,340.82 
PANTS CL LRO TIE eae ee costae ttt aaa ica os ay elepe ate lead 0, Sd Rasta ee wre. 68,903.00 33,970.97 
Toca peLracing se SVeNues elas alee ees of gieisce eels $1,051,500.00 $ 487,845.45 
Railway Operating Expenses 
Maintenance of Way and Structures ............... $ 465,842.00 $ 402,072.39 
, Mia ntenance Orr dui pilena wanes cele ts las ee ele we ads 69,347.00 67,492.60 
PU RATIGDOLBALLOL nis Ps se ePhe a) Eo apeh eee alata eBlnial eS. dyin ia:'0! wet at" ale : 453,278.00 289,342.97 
Winecel la neous’ WPEravloms- ea.) diayew wumialse s's 6 ac ore Sa n'e= 5 27,569.00 19,264.66 
2a PAI MO aia a aL. eho a) RO) Sear ee hua i ope as inte NZ 33,907.00 30,024.19 
Total sOper ating ux Penses 2h’. wt o's ae waciers + © slate $1,049,943.00 $ 808,196.81 
Net Operating Revenue .....6.0.... 0.00008. $ 1,557.00 $ 320,351.36 
Dati TR ee fee Ue Nl 99-85% 165-67% 
Failaeet vee ae ACOLU GIR tye le aia) lore apasSiule wa p= ipo Yd he es $ 3,995.00 $ 3,582.79 
; Railway Operating Income ..............e00005- $ 2,438.00 $ 323,934.15 
Equipment Rentals—Payable 
Hire’ of. Freight Cats—Debit. 200i oe ee $ 135,500.00: $ 54,527.46 
Ree tor! LGCOMORIVES ee Mit i or ttre cle oe hk SIs, ace 92,919.00: 58,052.10: 
| Rent for Passenger fy Erain Gare Macca. wise civics tig oes 16,670.00 15,711.20: 
Rent sors Work BO uiObie Wage ws a7y be eur bens eal ols iaielsi intel 33,308.00 27,410.82 
| med ut ay PAE AA Ls Vo 
i Total Equipment ‘Rentals oie Vee ie peakeac $ 278,397.00 $ 155,701.58 
Rent Income 
Joint Facility Rents—Credit ........... Devas hell $ 12,785.00 $ 12,610.00 
Miscellaneous Rent Income—Credit ................ 146.00 129.74 
3 $ 12,931.00 $ 12,739.74 
Net Deficit ..... Pease RRR ME Tato erat i, 8a ekg $ 267,904.00 $ 466,895.99 
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1 mo. estimated) 


- Railway Operating Revenues 


Freight 
Passenger 
Baggage 

Sleeping 

Mail 
Express 
Other Passenger-train 
Milk 
Switching 
Dining and buffet 
Restaurants and Boarding Cars 
Station, train and boat privileges 
Storage-Freight 
Storage-Baggage 
Telegraphs 
Power 
Rents of buildings and other property 
Miscellaneous 
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Railway Operating Expenses 


Maintenance of Way and Structures 
Maintenance of Equipment 
Transportation 
Miscellaneous Operations 
General 
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Total Operating Expenses 


Cr a ed 


Net Revenue 
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ND EXPENSES 


Fiscal Year. 
1947-1948 
(11 mos. actual 


$ 836,293.00 
103,066.00. 
530.00 


828.00 


7,973.00 
25,878.00 


$1,051,500.00 


$ 465,842.00 
69,347.00: 
453,278.00 
27,569.00 
33,907.00 


$1,049,943.00 


$ 1,557.00 


RAILWAY OPERATING EXPENSES 


Maintenance of Way and Structures 


PEP SEIN PEM ENCE! 6 1 Reis chy Ae tw cae aa CENT A a pa 
Roadway maintenance 
Bridges, trestles and culverts 
Ties 

Rails 
Other 
Ballast 
Track laying and surfacing 
BPencesssnowsneds sand serie? Oa ora ie ae aoe ie Ul 
Station and office buildings 
Roadway buildings 
Water stations 
Fuel stations 

Shops 
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Track 
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Signals and Interlockers 
Roadway machines 
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69S) 0! Le (Se, Oe iS Le > eee. 6.6 6 bL 6) wie) cetBiiet ie. se. wisp) 


Oo O50 16 1S! 6) Oa ye), eee 16) 650) @ 1b te) wie 0,0, we rele 


Oe, Bl OPO, Ewouleuie! $0 a0 6.16 ae, $i let @. ane Ap ibn vue are 


SONG FOES ON 0) SO 8 Kies Pi ole ler Brida ® 1.0),6) 1a, B fe, ee) ae. ipithuie! le ve 


$ 38,409.00 
57,756.00 
10,707.00 
43,866.00 

827.00 
3,935.00 
35,762.00 
187,244.00 
769.00. 
9,320.00 
3,460.00: 
9,338.00 
71.00 
4,167.00 
8,203.00 


3,505.00 


23,009.00 - 


33,922.00 
2,219.00 


Fiscal Year 
1946-1947 


$ 351,726.50 
77,934.38 
644.77 
4,675.06 
2,585.53 
13,287.25 
716.22) 
818.52 
542.00 
2,391.10 
13,141.44 
662.07 
32.61 
8,340.82 
491.09 
3,677.69 
6,178.40 


$ 487,845.45 


$ 402,072.39 
67,492.60 
289,342.97 
19,264.66 
30,024.19 


$ 808,196.81 


$ 320,351.36 


$ 34,866.57 
66,584.02 
5,851.13 
38,209.61 
397.31 
2,518.08 
27,001.15 
153,236.50 
182.57 
5,941.18 
3,810.60 
3,016.62 
911.32 
3,580.88 
7,821.27 
6,894.70 
19,420.33 
27,295.82 
2,163.06 
6,610.00 


474.29 


$ 402,072.39 
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RAILWAYS AND SHIPPING 
a ; RatLway OPFRATING HEXPeNsES—Concluded 
’ Fiscal Year 


1947-1948 


(11 mos. actual 
1 mo. estimated) 


Maintenance of Equipment 


Brae OUC OM Li) gic. tubtba OTE No aleliie wie aval gfe) cist aa evae $ 4,507.00 
DUOMeIAACHINeL ye VCD AIS Muerte se) sieve eee. arecole se Gigrdae ais 951.00 
Power Plant machinery—Repairs .......0cccce ewe ees ees 
Steam /OcOMOLLVes--eDaIES dee TO ie ee ie 48,858.00 
EPrevant- trains -CATS— “Pe Pairs uh sled ete» cael gran 0 gle bisector « 3,594.00 
Passenger-Irain cars-—-Repairs |. ..3 see e ieee a ees 1,742.00 
VOC CO DENCN be CULES Wid iarer Wikis wisi Biave, a's Soka ie 6 8 bio 6,378.00: 
Other Expenses ..... (iW aoe Ns, Qe Neekin a aia 3,317.00 
Total Maintenance of Equipment ............... $ 69,347.00 
Transportation Rail Line 
PUPSrINLOUMMeM GO an inte foe eis Mitte iala Uhl Ge ature teronalth 6 $ 23,444.00 
Deere nl Nn eeecO iether isin Sas Noni A rN UN ETO 20 5,442.00 
LO ULOMA EMT DID EC ai ay sues sce a ISU rE Nr hy Vi aa! 33,286.00 
Sramonesipplies and. expenses. (oc. Fie. ed hoe anc bces 9,706.00 
EAPO MMAR EONS TaN Hy ay Owe lev KS!) siceetvic ataeel tie! care aia ua eek a ial 6s 
Pra COFCO UCLOLer AM DAI ENION \oljniahs sl anceretells aie Blotouenane’} 
Yard switch and signal tenders’ .)... 0.60.00. 560. ees 
RAR POTIATAGEICIN a, 2 vette eiimaeeny HN ad Hort Wk sis larerd aardiauia 
DEST ECS Pel W 8 aed Pa aT PN IME as ie ee a ICE ey en ne RR 
Maver a OMEy aT OCU ObEVER, ain use clear wear a Re ii oc 
Other supplies for yard locomotives. .i.0. e600 es 
Enginehouse expenses—Yard. ......05..c.ccceeucceee 
aru veupplies + ate, ©X DENSEB Cie oc ole aiitelans 84 areal ls whece se ng 
Operating joint yards and terminals—Dr. ........... 19,537.00 
EL ARR red) UIE LIGI IN ie Jig MTN ate a Wi eters CaM Ea ee. ign lll 48,172.00 
Pea Tae tee 1 ised am ken (orn Gat rads dibs We LM ELEM A Sn OMe CIEE ey 156,661.00 
WY Stor niOrm train OCOIMOLEVES iene olaniaens wevaceaes 31,307.00 
Labricants ) form, Lain) OCOMobrves::. 6 eee heidi yc ola be 259.00 
Other supplies for train locomotives ....73...06.... 19.00 
Hnginehouse)expensés-—lraim 02) oe ces ei a elle eee 8,376.00 
‘ ia TLIC te We bare ee Rt Beta a ak ct ul Aral feb d ai al Ve «ie, ia ole sare 60,658.00 
A PRINS PM CSA EXPENSES T © dtc saL Gone ie ss evae Merah 29,146.00 
Cera ele re Ce DING CATH Al. ihe ariutWie alc e'clc wleoaotals 773.00 
DRAW ODI COMOMCIALION Hee Mee Saks Al als adlels Sierbre clue saute, « 27.00 
Ua OUET Va ire’ DEIN CIO ertie Ue Ge tice ale By dle eeia ees 687.00 
APSR Ca sete oper RE LE PH Jan LA hs AR a aR A a 18,764.00 
Hoss land damage reign t) ei Nass ua'e Ute cese, 6 ela ee a 1,460.00 
ENG riesatO We reOme Ne eine kk, Watley ites is Oe asta 5,535.00 
Damace tomlivestockvom right) OLyWay.yo nek aaidne eo day aus 19.00 
DToLalwer anspor tacionim Wale LINC ss vkle a d.w wa rcle < oe $ 453,278.00 
Miscellaneous Operations 
PMI PALLs DUA CLUS CHV ICE my mete sald ale aN MRS an cde: 9 bee $ BOY 
estaurante: and WoOar caine Wea raus way te eles esas a 6 26,446.00 
ROCCE DOM ET ROLE o), Merman meme rer eh ianii oie. chal ser etg ‘Sis 1,123.00 
Total Miscellaneous tOperarione il). os Gate cro eeree-sis, 3 $ 27,569.00 
. General 
Salaries and expenses of general officers ............ $ 12,000.00 
dBi clasp urea shc(or amit Meer Te apmegeerne cos ely De RS RT Se a Baiese 
PINS LOT SC He che oc tec ckee leah LT a ae ete aes SME ear a: No 'e'4 9 21,907.00 
Potad QONOTAM i we calc ate a eee eee ta Newlete .--. $ 33,907.00 


Fiscal Year 


$ 


1946-1947 


4356.68 
2999.31 
31,468.52 
1,824.60: 
15,992.90 


7,302.01 
3,048.58 


67,492.60 


fee Eee | 


22,463.28 
4,759.55 
24,544.77 
7,618.82 


13,750.24 
27,381.73 
83,982.96 
28,918.85 
149.73 
18.53 
6,735.13 
35,596.65 
29,048.88 
924.57 
8.05 
912.82 
2,038.10 
389.14 
101.17 


289,342.97 


1,674.56 
16,878.93 
LEAT 


19,264.66 


12,000.00 
18,024.19 


30,024.19 
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APPENDIX B 


Answers to questions by Mr. A. M. Nicholson. 
(a) Collection of Province of Quebec meal tax and commission paid to the 
Railway ; 


(b) Tax on meals, sale of tobacco and soft aininhe in restaurants and: on 
trains—total collection, $21,313; 


(c) Comparison of mail revenues baa last 10 years. 


Average miles Ratio of Ratio of 

of road = miles Mail Mail 

operated operated Revenue Revenue 
C.N.R ; 
DSS Wa ay sisi sy co coite g Re 21,950 56: ne $2,975,367 . 45°4% 
MRS OT Made eae ls tela alte Waste 21,936 56:1 3,008,573 45-3 
OO cela Sie LAN es 21,878 * 56-0 3,023,945 45-6 
OA TIS Ie re Wells eal ag Bey 21,793 D620 3,242,581 46:8 
OAD ik ee wa Cine ey 21,769 55-9 3,402,128 47-1 
OAS aN ete Tae te ee ADs 269 56:1 3,459,543 46-6 
gs RUE Md cv ge 21,770) 56-1 3,605,105 47-1 Fa 
1 8 Na SNe Ae RR 21,769 56:1 3,633,123 47-4 
DOA Gerth se ote ste wate 21,741 56-1 Bt T0774 2 47-1 
AUSF UE AST gnats sage ty <P 211,785: 56:1 3,830,045 47-8 
C.P.R 
BOGS. Bri ieee koi weraeiere 17,186 44-0% $3,582,316 ; 54:6% 
DOO Vas SuateNorlie whetetat 17,176 43-9 3,631,275: 54-7 
PAG RS Cae ee epee 17,159 44-0 3,602,544 54-4 
OA sch ete ieee ab Che Telos 44-() 3,680,071 03°2 
gS SANS Canali ae bee Da 17,077 44-] 3,826,555 52-9 
Ls OMA a ee 17,035 43-9 8,957,531 53:4 
Vee Mau ep aia ig Fo Me 17,030 43-9 4,041,284 52°9 
POPs Nea. 17,029 43-9 4,037,474 a 52-6 
He Seer eter sheds want euspare 17,037 4349 4,170,574 » 92-9 
PO Tecan year geet a 17,034 43-9 4,172,010 52-2 
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APPENDIX D 


Answer to question by Mr. Hatfield. 


Why has the rate on potatoes, Charlottetown to Detroit, been so much 
higher than to Windsor, Ont. 


A rate of 46 cents per 100 lbs. of potatoes from Charlottetown to Windsor 


has been in effect since 1920 and has always been on a low basis in order to- 4 


encourage movement within Canada. The only increase in the domestic rate 
since 1920, has been the recent increase of 21 per cent which raises the rate to 
56 cents. 


The basic rate of 62 cents per 100 lbs. of potatoes ha Charlottetown to 
Detroit, U.S.A., has been subjected to the four U.S. increases and will now be 92 
cents, this rate being on the same basis as rates within the U.S.A. The Inter- 
state Commerce Commission will not permit any railway to publish a lower rate 
from a point in Canada to a point in the U.S. than American carriers are per- 
mitted to publish within the USS. itself. 
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REPORT TO HOUSE 


_ Tuurspay, April 22, 1948. 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government eae leave to present the follows as its 


SECOND REPORT 


- Your Committee has considered the following items of the Estimates for 
the year ending March 31, 1949, as referred on April 15, 1948, and approves 
of same, viz: 


Vote 502—Maritime Freight Rates Act, 
Canadian National Railways; 


Vote 503—Maritime Freight Rates Act, 
Railways other than Canadian National; 


Vote 557—Prince Edward Island Car Ferry and Terminals, 
Deficit 1948. — 


All of which is respectfully submitted. 


ie ail B. McCULLOCH, 
Vice- Chairman. 
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MINUTES OF PROCEEDINGS 
Tuurspay, April 22, 1948. 


The Sessional Committee on Railways and Shipping met at eleven o'clock. 


Mr. 8S. M. Clark, Chairman, presided. 


Members present: Messrs. Clark, Emmerson, Fulton, Hatfield, Hazen, 
Hlynka, Jackman, LaCroix, Lafontaine, Lockhart, McCulloch (Pictou), McLure, 
Moore, Nicholson, Pouliot, Warren. 


In attendance: 
From Trans-Canada Air Lines: Messrs. G. R. McGregor, President, W. F. 
English, Vice-President—Operations. 


From Canadian National Railways: Messrs. Cooper, Thompson, May. 


From Department of Transport: Air Vice-Marshal A. T. Cowley, Messrs. 
K. Main and Thornton. 


From Department of Reconstruction and Supply: Mr. C. P. Edwards, 
Deputy Minister, and O. A. Matthews of George A. Touche and Company, 
Auditors. 

Right Honourable C. D. Howe, Minister of Reconstruction and Supply was 
present, as was his Parliamentary Assistant, Mr. George J. Mellraith, M.P. 

The Chairman introduced Mr. McGregor to the members of the Committee. 

Right Honourable C. D. Howe made a statement respecting Mr. McGregor, 
who was elected President on February 1, 1948, succeeding Mr. H. J. Symington, 
C.M.G., KC. 

The Committee began and concluded its examination of the Annual Report 
(1947) of the Trans-Canada Air Lines. 

Mr. G. R. McGregor was called. He read the report and was examined 
thereon. 

The Minister read into the record an article published in Time magazine 
relating to US. air lines operations for 1947. 

On motion of Mr. Lafontaine, the Trans-Canada Air Lines Annual Report 
(1947) was adopted. 

Mr. S. M. May tabled information requested by Mr. Jackman. It was 
agreed to incorporate same in the minutes of evidence. 

Mr. Nicholson congratulated Mr. Thompson for his preparation of the 
Trans-Canada Air Lines Report. 

At 1 o’clock the Committee adjourned until 4 o’clock this day. 


AFTERNOON SESSION 


The Committee resumed at 4 o’elock. The Vice-Chairman, Mr. McCulloch, 
presided. ; 
Members present: Messrs. Bourget, Emmerson, Fulton, Hatfield, Hazen, 
Hlynka, Jackman, Lockhart, McCulloch (Pictou), McLure, Mutch, Nicholson, 
Reid and Warren. ! 
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In attendance; Messrs. O. A. Matthews, G. R. McGregor, W. F. English, 


T. H. Cooper, W. 8. Thompson, C. P. Edwards, A. T. Cowley, T. K. Main and 


W. A. Thornton. 


Right Honourable C. D. Howe, Minister of Reconstruction and Supply, 
was present and participated in the discussion. 


The Committee began and concluded its examination of the Auditors’ Report 
of the Trans-Canada Air Lines (1947). 


Mr. O. A. Matthews was recalled and examined. 
Messrs. McGregor and English supplied answers. 


On motion of Mr. Nicholson, the Auditors’ Report of the Trans-Canada 


Air Lines (1947) was adopted. 
The witnesses were retired. 
Mr. Howe thanked the members of the Committee. 

At 4.50, the Committee adjourned at the call of the Chair. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


House oF COMMONS, 
April 22, 1948. 


The Sessional Committee on Railways and Shipping met this day at 11 a.m. 
The Chairman, Mr. S. M. Clark, presided. 

The CuarrMan: Gentlemen, we have a quorum. We are to take up today 
Trans-Canada Air Lines. First, I should like to introduce to the members of 
the committee the President, Mr. G. R. McGregor. I think I shall introduce 
each member personally to Mr. McGregor. 

Now, Gentlemen, I believe it is customary to have the president read the 
report. If that is O.K. we will have the report read and take the questions 
afterwards. 

Mr. McGregor, will you read the report? 

Mr. G. R. McGrecor (President, Trans-Canada Air Lines): 


TRANS-CANADA AIR LINES 
Monrreat, March 10, 1948. 


To the Right Honourable, the Minister 
of Reconstruction and Supply, Ottawa. 


Sip:—-The Board of Directors submit the Annual Report of the Trans- 
Canada Air Lines system for the calendar year 1947. 

This was a period of growth in Canadian air transport. Within North 
America, T.C.A.’s route miles increased by 1,248 to a total of 7,759, and six 
more cities were included as points of call. Over 1,380,000 more revenue miles 
were flown in 1947 than in 1946. Canada’s transcontinental air route was 
shortened. A more extensive use of larger aircraft increased the Air Line’s 
capacity for public service. In an expanding Atlantic schedule, T.C.A. crossed 
the ocean more than 900 times, carrying heavy loads of passengers, mail and 
eargo. Service to Ireland was commenced with the inclusion of Shannon as a 
point of call. 

The service extensions resulted in a 34% increase in carrying capacity on 
North American routes and a 9:6% reduction in cost per available ton mile 
of transport. The wider North American work was done with over two hundred 
less staff than in 1946, while the total labour force required for both domestic 
and greatly expanded Atlantic operations was almost unchanged. 

Although traffic in 1947 was heavier than in any previous year and opera- 
tional efficiency increased, revenues were not sufficient to offset the mounting 
expenses. This was due not only to the growth of Canada’s air services, but also 
to the much higher cost of labour and materials, factors over which the Air Line 
had no control and which are common to air transport generally. 

The number of passengers earried. on North American services grew by 
40% while passenger revenue increased by 30% during the year. But this 
type of trafic was unable to support, by itself, the greater economic require- 
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ments of main line operations. The Line flew with empty space in- 1947, — 
indicating the opportunity for a wider employment of air transport in the 
carriage of mail and cargo. While 33,483,544 ton miles of transport were avail- 
able on the North American routes in 1947, a total of only 19,588,661 revenue 
ton miles or 58°5% were used as compared with 67-5% in 1946. In an 
effort to develop non-passenger load, T.C.A. is now organizing an air cargo 
service for business and industry. : 

T.C.A. opened the Great Lakes airway on July 1. This chain of new and 
improved airports supplanted the route north of the Lakes. All transcontinental] 
flights were then scheduled through the Lakehead and Sault Ste. Marie, providing | 
those cities with their first main line air service. The new airway reduces 
Toronto-Winnipeg flight time, is a better weather route, and possesses scenic 
beauty. 

The service to Northern Ontario was maintained by a local operation 
between Toronto, North Bay, Porquis and Kapuskasing. 

Winnipeg and Edmonton were brought within five hours of each other on 
July 1 and Saskatoon added to the Air Line network when a daily schedule 
commenced between those three cities. Direct connections with Great Lakes 
flights offered greater transport facility between Eastern and Western Canada. 

July 1 also saw the inclusion of Medicine Hat and Swift Current in a 
daily transcontinental schedule. The Air Line is now providing a well-rounded 
prairie service. 

A new international operation was inaugurated on April 1, with a service 
between Halifax, Yarmouth, Saint John and Boston. At the year end, T.C.A. 
was connecting Canada with United States cities by means of six well separated 
trans-border routes. ' 

Daily flight frequency on the Pacific Coast was increased during the summer 
months to six between Victoria and Seattle and to twelve between Vancouver 
and Victoria. 

During 1947, the Air Line assisted world authorities in the standardiza- 
tion of international practices, planned with the Department of Transport 
for improved airport and airway facilities at home, and instructed many 
young Canadians in the techniques of flight and its administration. 

The Company maintained the operational standards that have earned the 
publie’s confidence. 


TRANS-CANADA ATR LINES 


1947 1946 
- Results 
Operating, Réventies occ iiee ee ck eee $15,297,346 $12.810,805 
Operating Expenses .0.0..0 5 2. We psec. weaihiaa 16,796,491 13,926,061 
Operating “Deficits ees ee a eolet $ 1,499,145 $ 1,115,256 
Interest on. Capital Invested. to, Po a 261,897 154,368 
De RC ORR et ee $ 1,761,042 $ 1,269,644 


Operating revenues totalled $15,297,346, an increase of $2,486,541 or 19 
per cent over the preceding year. Passenger revenues increased $2,403,400 
or 380 per cent; cargo revenues increased $144,208 or 47 per cent; mail revenues 
increased $27,688 or 1 per cent; revenue from sales and services decreased 
$164,273 or 28 per cent; other revenues increased $75,518. Passenger revenue 
contributed 68 per cent of total revenue, mail revenue 25 per cent and cargo 
revenue 3 per cent. 

Operating expenses totalled $16,796,491, an increase of $2,870,430 or 21 
per cent over the previous year. Of this amount, an increase of $1,347,908 
may be attributed to higher payroll charges. The general rise in price structure, 
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during 1947, affected the purchase of all T.C.A. materials, and this resulted 
in an increase of $1,128,541. In spite of these circumstances, the Company is 
able to report lower production costs per available ton mile of air service. 
Expenditures were carefully controlled and an efficient operation maintained. 
The charge to operating for accrued depreciation on aircraft and other property 
during the year amounted to $1,950,820. 

The operating deficit for the year was $1,499,145. 

Resulting from the 1945 amendments to the Trans-Canada Air Lines Act, 
1937, the practice of charging operating expenses with 5 per cent interest’ 
per annum on invested capital, paid to the Canadian National Railways, was 
changed in 1946 so that interest payments were at the same rates as the 
Railway Company was called upon to pay on the advances to it by the 
Government for T.C.A. capital purposes. On this basis the 1947 charges 
amounted to $261,897. 


After the payment of interest, on capital there was a deficit of $1,761,042. 


STATISTICAL 


Additional schedules, the greater carrying capacity of the fleet and intensi- 
fied solicitation activities enabled the Air Line to serve passengers and shippers 
in larger numbers. Air mail volume alone remained unchanged. 


Passengers 


Revenue passengers carried on North American routes numbered 427,967 
in 1947 as compared with 305,442 in 1946, an increase of 122,525 or 40 per 
cent. The average passenger journey, excluding charter service, was 420 
miles, as compared with 510 miles in 1946, the decrease being due to a higher 
frequency of service on short Pacific Coast routes. Revenue passenger miles 
increased by 15 per cent. Revenue per passenger on scheduled services was 
$24.50 and per passenger mile 5-84 cents, as compared with $26.41 and 5-18 
cents respectively in 1946. 

In an effort to offset mounting material and labour costs, the Air Line was 
obliged to increase its passenger fares by 10 per cent in April. This followed 
similar action by the United States operators. It is not possible to calculate 
the influence of the increase upon traffic volume. A majority of the large 
United States carriers increased fares again in November, but T.C.A. did not. 

T.C.A. assisted in the simplification of air travel regulations between 
Canada and the United States. By international agreement it was possible to 
eliminate many travel forms and to raise the standard of Customs and 
Immigration services. 


Ar Mail 

Air mail volume was almost unchanged in 1947, with the Company flying 
1,232,237 ton miles, as compared with 1,210,716 in 1946. There was some growth 
of this traffic toward the end of the year, but not enough to approach the 
Air Line’s capacity for mail transport. 


Air Cargo 7 

Air express traffic grew steadily in 1947. Poundage totalled 1,439,814 as 
compared with 1,043,713 in 1946, an increase of 38 per cent. Ton miles rose 
from 380,557 to 543,307. | 

In August, the Company filed its first charter tariff and, with the avail- 
ability of the larger fleet, several specialized cargo flights were operated before 
year end. Ton miles totalled 90,712. : 

A new type of cargo service was organized which will go into effect in 
1948. In addition to carrying express shipments, the Air Line will handle 
commodities in volume at new low cargo rates. 
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PROPERTY AND EQUIPMENT 


Flight equipment as of December 31, 1947, consisted of: : 

Thirty Douglas DC-3 aircraft, 27 of which are- equipped with two Pratt 
and Whitney Twin-row Wasp engines, each of 1,200 horsepower, and three 
equipped with two Wright Cyclone engines, each of 1,200 horsepower. 

Eleven Lockheed Lodestar aircraft, equipped with two Pratt and Whitney 
Twin-row Wasp engines, each of 1,200 horsepower. 

The introduction of pressurized North Stars was delayed by production 
problems. However, at the end of the year three newly delivered aircraft were 
being prepared for domestic operations and used for pilot training. Planning 
for the first Canadian use of four-engined commercial equipment involved 
many changes in air line practices and in ground facilities. 

All of the 10 and most of the 14-passenger Lockheed aircraft have been 
retired from service in favour of the 21-passenger DC-3’s and the 40-passen- 
ver North Stars now in production. Some sales had been made of this older 
equipment. | 

The changing nature of the fleet required major adjustments in the main- 
tenance and overhaul organization. All North Star servicing was assigned to 
Montreal, where domestic and overseas operations meet. Winnipeg remained 
the overhaul centre for the System. 

Airport accommodation for the erowing needs of air traffic continued to be a 
problem in 1947. At Victoria, Lethbridge and Saint John, N.B., use was made 
of renovated Air Force buildings. The Department of Transport began con- 
struction of a large terminal building at Toronto. The Company proceeded with 
a shop and office extension at Winnipeg. 

New ticket offices were opened in Boston, Detroit, Hamilton and Sault Ste. 
Marie (Ontario). The Toronto office was moved to an improved location. 


ROUTES 


At December 31, 1947, Trans-Canada Air Lines was providing service— 
passenger, air mail and cargo—over nation-wide routes totalling 7,759 miles. 
This was an increase of 1,248 or 19 per cent over 1946. The routes operated 


are as follows:— 


Miles 

Halifax—Victoria (via Moncton and Method £6 )ih 0's age wi pl ae seth 3,220 
(via Moneton and Calgary). .......0.-,..e 20... 3,339 

(via Saint John and Calgary) ................. 3,287 

Sydney—St. John’s, NeiwiOuiie aids. cor sock ope cc cee pre bee ar ek eer one 523 
Halifax—Sy dn Gy. isc ve oe ee ge ala ee wie rom cena Mino erect 201 
Halifax—Boston (via Yarmouth and Saint i Maa sie eoRatocys Mem cy ents cA 563 
Halifax Saint kolo fot fie cate eee ew ee ele et ee eee Er rh oe 172 
PA ron LON OW. MOK yin sites Pe oie 6 et ie Sank ew eee) che inet a) ae 363 
Toronto—Chicago (via London and Windsor) .........++eseseeee 468 
Toronto—Kapuskasing (via North Bay and Porquis Jct.) ........ 476 
Tid OY CCV STATO Pesca ae oe hay re: Soda a ea tae UPR Iso wcetie ral at Mehl «al aaa 124 
Tia kee Fi 6a hes hea tn ae ees ts ey as ctaacla ae args ace pie thie Fenecetions é 178 
Winnipeg—Edmonton (via Saskatoon)... 24.0... 2 eee ee et 735 
Lethbridge—Edmonton. (via Galgary) (22s O05 is eins sa vin clo se 301 


Seattle V ietoria cic tat hc cme eee Rag eet gi recer ea ee Be aie he 103 


Airway Facilities 

The Department of Transport and the Company worked in close accord 
for the improvement of Canada’s airport and airway facilities. 

The Great Lakes airway was completed, providing a series of good airports, 
intermediate landing fields and radio ranges between Toronto, Sault Ste. Marie, 
the Lakehead and Winnipeg. : 

Extensive runway development took place at Toronto, Winnipeg, Calgary 
and Lethbridge to fit those airports for the handling of four-engined aircraft. 
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__. The Saskatoon airport was enlarged so that T.C.A. service could be pro- 
vided to that city. 

Installation of instrument landing equipment proceeded at a number of 
major airports, including Montreal, Toronto, Winnipeg, Saskatoon, Calgary, 
Lethbridge and Vancouver. The Company has collaborated with the Depart- 
ment. of Transport in this program, which promises a marked reduction in 
flight delays due to weather. 

The Air Line extended its system of very high frequency ground radio 
stations. These are static-free, insuring complete clarity of communication with 
aircraft. By year-end, the Line was operating twenty such stations from New- 
foundland to Western Canada. 

A new schedule of airport landing fee charges was issued by the Depart- 
ment of Transport in 1947. It called for large increases, particularly for four- 
engined aircraft, and has been a subject of discussion between T.C.A. and the 
Department. 

Mr. Chairman, do you wish me to go through the Atlantic company now? 

The CuarrMAN: I think you might as well complete your whole statement, 
and then we will take it up paragraph at a time. 

Mr. McGrecor: 


TRANS-CANADA AIR LINES (ATLANTIC) LIMITED 


On May 1, 1947, Trans-Canada Air Lines (Atlantic) Limited assumed 
responsibility for the operation previously provided by the Canadian Govern- 
ment Trans-Atlantic Air Service. : 


May I to 
Dec. 31, 

RESULTS— 1947 
SO peratiny REvenWest vs. kee ce Shingle ee Rots bee eee a, go $5,483,298 
Operating Hx penses. eee kin cee wre a nee eG oe 5,341,898 
Operating Surry inl Gina tear eae yk ane erty Pi Te $ 141,400 
Interest on Capital sin vented erie eeu, oh Site ee a tens oes 5,097 
SED AUB are a oa ae erage att ee a eons Nt Bie $ 136,303 


Operating revenues totalled $5,483,298, of which $3,912,070 represented 
passenger traffic, $735,013 air mail and $331,557 air cargo. Operating expenses 
totalled $5,341,898, leaving an operating surplus of $141,400. After the payment 
of interest on capital there was a surplus of $136,303. 

The popularity of this overseas operation, equipped with North Star air- 
craft, ran high in 1947, and it is gratifying that even under the difficult circum- 
stances represented by the transition to a larger scale service and the use of a 
new fleet it was possible to show an operating profit. 


STATISTICAL 


A basic schedule of one daily trip in each direction was maintained through- 
out the year. During the summer, as many as eleven round trips were operated 
each week. In all, T.C.A. made over 900 crossings. During the autumn there 
was a period of delayed operations resulting from severe weather and from 
certain equipment problems attending the introduction of the new type of 
aircraft. 


Passengers 

A total of 15,815 passengers crossed the Atlantic with T.C.A. during the 
last eight months of 1947, when the operation had full commercial status. 14,393 
of these travelled on scheduled flights. The remaining 1,422 were largely immi- 
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grants from the United Kingdom, carried under a charter arranger with the _ 


Province of Ontario, In addition, the Company sub-contracted with Transocean 
Air Lines for the carriage of 4, 450 more immigrants to Ontario. 

Throughout the year, westbound passenger traffic was of such large volume 
as to approach fleet capacity. Eastbound loads were much lighter. — 

A trans-Atlantic ticket office was opened at Prestwick for the convenience of 
Scottish passengers and a Visitors’ Service Bureau was established in London for 
the assistance of T.C.A. passengers. 


Air Mail . 
Trans-Atlantic air mail totalled 152,179 pounds between May 1 and Dec- 


ember 31, 1947. In this case the flow was predominantly eastbound, T.C.A. 
receiving little mail load from the British Post Office. 


Aw Cargo 

271,077 pounds of air express and 111,688 pounds of air freight were carried 
on the Atlantic service between May 1 and December 31. 

In October, charges were substantially reduced and a special commodity 


rate offered for gift food parcels, resulting in a pronounced increase in cargo 
volume. 


PROPERTY AND EQUIPMENT 


Six unpressurized North Star aircraft replaced the modified Lancasters 
previously in use. With almost four times the passenger capacity of their 
predecessors, these aircraft carried a very volume of overseas traffic. 

At year end, three pressurized North Stars were being used for flight 
training. 


RoOuUTES 


The trans-Atlantic air route extends 3,313 miles between Montreal, Shannon, 
Prestwick (Glasgow) and London. - 

In 1947 service to the British Isles was rounded out with the scheduling of 
one stop weekly at Shannon, Ireland. 

By including Sydney, Nova Scotia, in some flights, service to the Maritime 
Provinces was improved at reduced cost to travellers. 


GENERAL 


The self insurance fund increased by $610,457 during the year and now 
amounts to $2,124,730. The coverage includes aircraft and other equipment, 
also passenger, public, and employer lability on both domestic and overseas 
services. The premiums are treated as operating costs and the growth of the 
fund has been made possible by the substantial expenditures made by the 
Company in the interests of safety. 


Personnel 


Staff assigned to both companies totalled 4,393 at December 31, 1947. 
Although the T.C.A. widened its services during the past year it was able, 
through increased efficiency, to consolidate its working force. 

During 1947, the Air Line continued the heavy training programme required 
to equip staff for the responsibilities of larger aircraft and the developing scale 
of Canadian air transport. T.C.A.’s employees today constitute one of the most 
efficient groups in the aviation industry. 
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Inter-airline Agreements 


Mutually advantageous arrangements were made with other air lines. The 
Company organized and managed an international hotel at Goose Bay, in 
Labrador, for the passenger convenience of several trans-Atlantic operators. 
Agreements were made with Scottish Aviation, British Overseas Airways Cor- 
poration, and United Air Lines for the ground handling of T.C.A.s flights at 
Prestwick, London and Boston respectively. The subcontract under which 
Canadian Pacific Air Lines operates between Whitehorse and Fairbanks was 
extended for another year. 


Four-engined Aircraft 


It was a disappointment that unforeseen delays in production postponed 
the opening of North Star service across the continent. This four-motored, 
40-passenger aircraft has characteristics of size, speed and comfort that will 
increase the popularity of air transportation. Travel time between Montreal 
and Vancouver will be reduced to fourteen hours westbound and thirteen hours 
eastbound including station stops—five hours less than at present. 

An early version of the North Star was employed on the Atlantic during 
most of 1947. The more advanced model will be superior in many respects. 
Cabin pressurization, for example, will insure travel comfort at all altitudes. 
Twenty of these aircraft are in process of delivery by Canadair Limited, at 
Montreal. 

Pressurized North Star aircraft will be placed in service on both the 
overseas and domestic routes as rapidly as they become available. 


Future Service 


Progress in 1948 will be measured not so much by route extension as by 
improvements in speed, comfort and capacity. Canada’s second overseas air 
operation, however, is expected to begin in 1948 with a North Star service to 
Bermuda. 

With greater capacity and service, the main problem facing the Company 
is the utilization of the aircraft space not required by passenger traffic. T.C.A. 
will continue the development of Canada’s first nation-wide air cargo service 
-at rates which will, it is believed, make possible volume shipments by air. 
Efforts will be continued to develop with the Post Office Department a satisfact- 
ory basis under which first class mail] can be carried by air where he public 
would gain by the quicker delivery thus afforded. The facilities of the Air 
Line will also be offered to the Defence Services and other branches of govern- 
ment for the essential transport of persons and equipment. Special efforts will 
be made to ease the problem of seasonal traffic fluetuations which, in Canada, 
permit the full utilization of equipment and staff during only four months of 
the year. 


MroHe J. Symmngton,.C. MiG BoC. 

The retirement of Mr. H. J. Symington, C.M.G.. K.C., from the Presidency 
of Trans-Canada Air Lines was a source of general regret. No man has con- 
tributed more to Canadian air transport. Mr. Symington led T.C.A. from small 
beginnings to a position of prominence in the air transport industrv. At the 
same time, he gave his energies to the rationalization of world avation. 

Trans-Canada is fortunate in retaining Mr. Symington as a member of 
its Board of Directors. 


The Staff 


Emplovee relationships are of sound character. To all members of the 
staff, the Directors extend their sincere appreciation. Trans-Canada Air Lines 
owes its reputation to their loyalty and effort. 
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INCOME ACCOUNTS 
TRANS-CANADA 
ATLANTIC SERVICE 
Ist. May, 1947 
to 31st. Dec., 


TRANS-CANADA AIR LINES 


1947 


Year 1947 Year 1946 Operating Revenues: 
$10,450,523 .53 $ 8,047,123.58 Pinsscyrete wi cates ely Gi cas es $ 3,912,069. 71 
3,808,197 .01 3,780,508 . 72 VEEL Reo Mae PnipoR Ta. Casi ve od Bern 735,013.40 
449,447.29 305,238.69 Hixoreese ned paren: 2 tion Ss 331,556.59 
84,912.12 72,946.77 TER CORSO VOLT C emanate eral ene ns 19,849.62 
81,905.29 18,353.46 MELA TOY celeriac eis mais etn 8, Sag 417,763.00 
422,361.17 586,633 .88 Incidental Services—Net ........ 67,045.90 


$15,297,346.41 


.$ 3,955,603 .04 
1,344,600 .53 
1,785,166 .57 


$12,810,805 .10 


$ 3,345,973 .59 
1,328,949. 04 
1,388,635 .49 


Total 


oe Lt SE pen oe 01 6 ee ‘eva 01/0 8 0 lace 


Operating Expenses: 
PhichteOperati conse... sit, <2 40s 
Flight Equipment Maintenance .. 
Flight Equipment Depreciation .. 


$ 5,483,298 .22 


$ 1,246,662 .09 


612,521.57 
328,361.97 


3,499,835 .02 2,797,122: 44 Ground. Operations <2 6 oo ha 991,997.91 
1,933,883 .61 1,516,021 .82 Ground and Indirect Maintenance 691,009.76 
165,652.97 125,776.33 Ground Facilities Depreciation... 13,375 .22 
1,141,972 .85 1,050,165. 30 Passenger Servitetiw so cia cares 367,766.02 
1,779,923.21 1,404,828 .43 SP VOIMCLAMU MD alOSs Nese os ve kes 618,911.53 
382,817 .06 220,758 .29 Advertising and Publicity ...... 167,075.70 
869,225.94 765,718.39 General and Administrative 307,078.13 
62,188.85 17.878 .08 Miscellaneous Income—Net Credit 2,861.71 


$16,796,491 .95 


$ 1,499,145.54 
261.897 .30 


$13,926,061 .01 
$ 1,115,255.91 


154,368 .48* 


Operating Deficit or Surplus...... 
Interest on Capital Invested...... 


$ 5,341,898 .19 


$ 141,400.03 
5,096 . 72 


$ 1.269,624.39 ISH Chis Ore SUL Ds URan ie ss eis eink hs es $ 136,303.31 


$ 1,761,042 .84 


* Charged to Surplus—shown here for comparative purposes. 


STATISTICAL DATA 
TRANS-CANADA 
ATLANTIC SERVICE 
Ist. May, 1947 


TRANS-CANADA ATR LINES to 3lst. Dec., 


Year 1947 Year 1946 1947 
7,759 6,511 Rotite sviiles. Operated oc. site. ew opate 
15,543,485 14,162,377 Plane Miles Flown—Revenue...... 2,386,709 
472,649 1,101,908 Plane Miles Flown—Training .... 51,978 
671,514 600,385 Plane Miles Flown—Other Non- 
PrOMe Hart inke Pa tne nee aie 117,725 
427,967 305,442 Revenue Passengers Carried ...... LDS Lo 
420 510 Average Passenger Journey—Miles 3,134 
62 76 Percentage of Passenger Occupancy 73 
8232937 1,210,716 Pea Pe WL Ties oy i ate aL whe bes 251,562 
634,019 380,557 Express and Cargo Ton Miles 508,598 
130,086 132,935 Exeess Baggage Ton Miles ........ 22,410 
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TRANS-CANADA 

ATLANTIC SERVICE 
Ist. May, 1947 
to 31st. Dec., © 


TRANS-CANADA ATR LINES 
Year 1947 Year 1946 


1947 
5100 FLIGHT OPERATIONS 
$ 1,383,474 .50 $ 1,071,407 .39: 23 Captains and First Officers .. $ + 214,563..56 
a — 24 Other Flight Personnel ..... 125,396 .93 
187,380.11 141,806. 96 28 Training—Salaries and Ex- 
158,311.75 182,959. 04 DENSOSau teh ci) acskee eno 20,904.04 
36... Travel. and incidental ....... 33,807 .63 
1,940,561. 35 1,732,313 .93 45 Aircraft Engine Fuel and Oil 702,526.77 
4:0 ,008.. 30: 36,263.81 HS te OPRETIS Up Pies vaso istic, athe. cs 10,077.66: 
240,006.85 176,007 .07 55 Flight Equipment Insurance 138,618. 66: 
5,368:. 01 5,215.39 67-<:-Clearanceat ees, ~ te: Wale. ah 389.07 
492.17 — 4 Other -Hxpenses.... or fe 387.77 
$ 3,955,603 .04 $ 3,345,973 .59) $ 1,246,662. 09 
5200 FLIGHT EQUIPMENT MAINTENANCE 
$ 278,015.03 $* 532755014 62: 25 Aircraft—Labour ..0..... 44. $ 97.781 .10 
228,755. 51 172,386.17 26 Aircraft Engine—Labour 135,959 . 80 
95,933 .00 93,004 .35. 27 Aircraft Other Equipment— 
LOU a eee eee eG es 31,209.39 
316,616.04 373,006. 80 46 Aircraft—Material, ete. ..... 97 ,039:. 37 
399,579.73 315,995.01 47 Aircraft Engine — Material, 
ohn Ck th Mae ORE he Se ao 186,166.05 
65,701.22 46,965.09 48 Aircraft Other Equipment— 
PeAveLiak, GC aah ok sas se 64,365. 86 
$ 1,344,600 .53 $ 1,328,949). 04 $< 612,521 57 
5900 FLIGHT EQUIPMENT DEPRECIATION 
$ 1,186,435.43 $ 856,986.76 TOSozAIVOEr al Hite ky eee $ 205,483.38 
188,843 ,.82 326,014.30 76 SAireral t WDPInes fans ee 51,670. 84 
263,003 .74 75,607 .14 ri Aircratt Spare Parts. =e. 36,607.73 
146,883 .58 130,027 , 29 77 Aircraft Other Equipment .. 34,600. 02, 
$ 1,785,166.57 $ 1,388.635.49) $ 328,361.97 
6100 GROUND OPERATIONS 
$*. 253,379.95 $ 234,179.95 21 General Officers and Superin- 
LOTHI ONES Goo ten Nera ne cea o $ 81,191.10 
129,577.11 102,071.47 22 Station Managers and Assist- 
DH Sore raed eet Lies aaa 18,613.85: 
33,306.51 40,887 .16 28 «Traine Salaries.. i. sss 14,023 . 7:5) 
556,710.89 424,317.16 29 Ground Service Employees— 
Mechanical ....... Pe cntin. > ede 199,383.37 
324,179.76 233,309. 12 29 Ground Service Employees— 
GAO Ju ke et rene coh neg 44,320.88 
135,049.51 113,258 .50 30 Flight Control Officers...... 38,285.87 
249,125.68 191,953.68 30 Radio-Uperators sions ks ee -— 
117,563.11 94,279.83 30. Teletype Operators ......... 6,252). 49 
251.919.11 235,997 . 42: 35 Other: Employees ........... 54,933 . 54 
154,149.24 162,172.29 36 Travel.and Incidental ...... 54,600. 5:1 
189,511.51 233,160.10 37 Telephone, Telegraph and 
id Bo) Bag 1 og gg ak PS ee ne So 21,631.25 
99.809 92 77,707 .92 38 Light, Heat Power and Water 7,584 . 42. 
143,437 .54 113,218.33 30: “Hixpress. Hixpenses cvs... 34 94,208). 16 
70,725.01 ' §3,364.84 40 Agency Services and Joint 
WaT Be 5S pe eet dicces se, e 8,536. 10 
215,433.14 54,512.26 43°“ OtReTESOTVICOS 05 othe ees 68,816.63 
Dlaghooens 179,488.04 44. Airport, Building and Office 
VOW LA Sonos cas a Oa Peleg a eens 124,852). 99 
83,528 . 42 50,788. 83 49 Servicing Supplies .......... 74,292:.17 
76,994.83 103,985.36 50 Stationery, Printing and Office 
SUpVienirl are ae takes 22,107 .46: 
42.770 .65 41,046.38 bo, Other Suppiees Footie. ces 5,078.75 
102). 00 523 . 917 64° Memiberships oo as. de — 
59.407 . 36 56,889). 80 14-~Other” Hxpensés 4.0. Gia.’ oe 47,284 .62: 
$ 3,499.835.02 $ 2,797,112 .41 $ 991,997.91 
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TRANS-CANADA AIR LINES 


Year 1947 


$ 107,735. 
283,357. 


139,559. 
60,734. 
192,449. 
149,401. 
128,017. 
207,442. 
202,473. 
90,657. 
10,156. 
45,330. 


6,847. 
184,267. 
104,052. 


14,861. 


$ 1,933,883. 


$ 165,652. 


$ 1,141,972. 


oF 
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Year 1946 


$ 83,379. 


254,678. 


85,257. 
53,526. 
121,495. 
138,567. 
98,335. 
ae le hy ae 
142,957. 
50,187. 
15,959. 
36,134. 


2,963. 
137,190. 
95,802. 
27,936. 
Aig Hs a 
39,501. 
129° 
3,141. 
4,715. 


$ 1,516,021. 


$ 125,776. 


$ 28,873. 
188,816. 
9,895. 
70,036. 
80,943. 
16,133. 
501. 
286,991. 
113,077. 
163,995. 
52,933. 


37,925. 
4] 


$ 1,050,165. 
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TRANS-CANADA 


ATLANTIC SERVICE 


Ist. May, 1947 
to 31st. Dec., 
1947 


GROUND AND INDIRECT MAINTENANCE 


General Officers 

intendents 
Maintenance 

Supervision 
Equipment and Facilities— 

Labour 
Training—Salaries 
Unallocated Shop Labour... 
Building Attendants 
Stores Employees 
Engineering Employees 
Other Employees 
Travel and. Incidental.;..... 
Telephone and Telegraph.... 
Light, Heat, Power and 

WetGePe cys crete et... meals 
Building and Office Rentals. . 
Equipment and Facilities— 

Material, etc. 
Shop Supplies 
Stationery, Printing and Of- 

fice Supplies 
Other Supplies 
Stores Inventory Adjustment 
Memberships 
Other Expenses 
Unallocated Shop Overhead. . 


and Super- 
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GROUND FACILITIES DEPRECIATION 


Ground Property and Equip- 
ment 


oer eee rere ere ee eee ee 


PASSENGER SERVICE 


General Officers and Super- 
intendents 
Stewards and Stewardesses. . 
Training—Salaries 
Other Employees 
Travel and Incidental...:... 
Other Services 
Stationery, Printing and Of- 
fice Supplies 
Passenger Food Expense.... 
Passenger Supplies 
Passenger Liability Insurance 
Interrupted Flight Expense. 
Memberships 
Customs Expense 
Other Expenses 


ed 


oor eee eee 


ee 


eee eer re 


ee 


oer eer eens 


cece ee ee ew wo 


$ 32,400.34 
122,696.41 


38,194.14 
9,327.53 
35,612.20 
38,702 .13 
50,117.55 
88,502.21 
122,293.16 
25,723.85 
12,099.43 


8,298 .27 
10,209.70 


46,200.40 
29,338 85 


12,568.97 
4,553.86 
2.84 
11,475.06 
7,307.14 


$ 691,009.76 


$ 13,375.22 


$ 6,715.59 
68,048.73 
1,958.16 - 
19,456.35 
18,379.04 
5,502.98 


575.99 
54,749.84 
30,374.12 
76,512.62 
82,223.63 

2,661.26 

607.71 


$ 367,766.02 
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TRANS-CANADA AIR LINES 
Year 1946 


Year 1947 


$ 62,985. 
85,983. 
20,116. 

1,267. 
34,334. 
378,739. 
372,416. 
42,027. 
127,930. 
85,319. 
163,731. 


7,141. 
189,160" 


16,862. 
116,540. 
63,301. 


7a ss EN 
Toke: 
8,378. 


$ 1,779,923. 


$ 24,935. 
275,314. 
40,226. 


42,340. 
$ 382,817. 


$ 87,424. 


225,556. 
24,192. 
11,790. 
37,999 
10,311. 


4,792. 
25,081. 


25,380. 
38,388 . 
242,768. 
4,938. 
41,210. 
38,164. 
30,726. 


$ 869,225. 


$ 73,156. 
63,915. 
38,739. 

1,568. 
38,477. 
314,477. 
319,744. 
31,217. 
1225317: 
99,665. 
113,888. 


4,805. 
51,053. 


3,009. 
70,444. 
39,700. 


VO: 
298. 
17,631. 


$ 1,404,828. 


$ 16,973. 
137,280. 
43,690. 


22,812. 
$ 220,758. 


$ 94,264. 


194,863. 
26,619. 
5,865. 
50,000. 
2,190. 


45. 
18,138. 


30,216. 
49,631. 
1995920. 
10,835. 
30,805. 
27,017. 
24,199. 


$ 765,718. 
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TRAFFIC AND SALES 


General Officers and Superin- 

tendents 
Traffic Supervision 
Training—Salaries .......... 
Building Attendants 
Teletype Operators 
Ticketing Employees 
Reservations Employees 
Traffic Solicitors 
Other Employees 
Travel and Incidental 
Telephone, Telegraph 

Teletype 
Light,Heat, Power and Water 
Agency Services and Joint 

2 Nes Bhi vols Mer Cried ne ian a 
Other Services 
Office Rentals 
Stationery, Printing and Office 

Supplies 
Other Supplies 
Memberships 
Oper hx peh sens. tc 5 ein alas cee 
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ADVERTISING AND PUBLICITY 


Timetables and Distribution 
Advertising—Space 
Advertising—Other 
Promotional and 

PEND ENGR Ott r Pate sete teh ce 


ec eee ee es 


oe eee eee 


GENERAL AND ADMINISTRATIVE 


General Officers and Super- 

TOT 3. -/ceae ee eee ene eae ee 
Other Employees 
Lraveland*uineidental- .c05 : 
Telephone and Telegraph ... 
Affiliated Company Charge.. 
Professional Fees and Ex- 

DOUSES |e aktene tat ates eh 
Offes Rentals 2.5. 0 se Bead 
Stationery, Printing 

Office Supplies 
Insurance—Public 

Ants GCHCLrAal <r ath eet tones 
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TRANS-CANADA 
ATLANTIC SERVICE 
Ist. May, 1947 - 

to 31st. Dec., 


1947 


$ 21,300. 
31,808. 
5,897. 

385. 

10,391. 
118,100. 
115,698. 
17,357. 
42,188. 
32,490. 


56,866. 
2,376. 


92,097. 
7,206. 
38,870. 
yee BY 0 
1,209" 
247. 
3,237. 


$ 618,911. 


$ 8,788. 
123,964. 
18,128. 
16,193. 


$ 167,075. 


$ 29,089. 
74,500. 
8,985. 
4,572. 
12,000. 


3,604. 
2,361. 


7,014. 
7,570. 


60,924. 
72,405. 
274. 
5,216. 
7,760. 
10,797. 


$ 307,078. 
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. CANADA’S TRANS-ATLANTIC AIR SERVICE 


Canada’s. air service operating between Montreal and the United Kingdom 
- became, by 1947, one of the principal international air operations. 

Flying a basic schedule of one round flight daily, which will be increased 
to two in June, 1948, it has made Canada and the British Isles almost. next- 
door neighbours. The 3,000 miles of ocean are bridged in fifteen hours. 

Scheduled stops are made in England, Seotland and Ireland, at the air- 
ports of London, Prestwick (near Glasgow) and Shannon. At Montreal, 
the overseas flights are interlocked with the domestic air service. Some of the 

- trans-Atlantic flights stop at Sydney, N.S. 

Forty-passenger North Star airliners of Canadian manufacture cut days 
from the traditional Atlantic crossing. When post-war aircraft became avail- 
able in 1947 and thé air line took full commercial control of the service, 
T.C.A. was already a proven trans-Atlantic operator. In the years 1943-1947, 
T.C.A.’s log books recorded more than 1,900 crossings made for the Canadian 
Government Trans-Atlantic Air Service. 

The CHatrmMAN: Thank you, Mr. McGregor. Would it now be in order, 
gentlemen, to start, let us sav, at page 5 of the report and as we come to the 
various paragraphs, for you to ask any questions about them that you wish. 

Mr. Nicuotson: Before we commence the discussion, the members of 
the committee are all in agreement with the statement regarding Mr. Symington, 
and his contribution to aviation. Most people are pleased with the selection 
of the new president; and I wonder if the minister would care to make a 
statement as to that, for the purpose of the record. 5 

Right Hon. Mr. Howe: We feel very happy that we have a man in the 
organization who could assume the presidency of the Company. Mr. McGregor, 
before the war, was a senior official of The Bell Telephone Company. He had a 
splendid record in the war and flew fighters for most of the war period; 
and he joined the staff of the T.C.A. at the end of the war and became general 
traffic manager. He seemed to have exactly the experience that we required 
for the presidency. He has had a good business training and he knows the 
system thoroughly. We believe that the appointment of a young man from 
organization itself will be beneficial to the operation. 

Mr. JacKMAN: Your headquarters are both at Montreal and Winnipeg, 
Mr. McGregor? 

Mr. McGrecor: That is correct. 

The CuatrMAN: Perhaps I should say, Mr. McGregor, that there are 
some other members who have arrived since you began. I do not know if you 
know them or not, but we have now with us Mr. Warren, Mr. Moore, Mr. 
Hlynka and Mr. Fulton. 

Mr. McGrecor: How do you do, gentlemen. 

The Cuatrman: Now, gentlemen, is there anything with respect to page 5, 
or any general questions you would like to ask Mr. McGregor. 

Mr. Jackman: Perhaps I might ask a general question. The business of 
the line has grown and yet our operating results, the net results, are not as 
satisfactory as in the previous years. Is it natural to this industry that the 
larger we grow the more deficits we are going to incur. 

Mr. McGrecor: I do not think that should be taken as a trend. The 
growth in business was associated with the growth in the air lines ; and, as 
you see, the unit costs went down. And it is true of any new service, that it 
seldom operates at a satisfactory capacity during its first twelve months of 
operation; and that condition extends quite frequently as long as two years. 
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The Air Line increased its service between Vancouver and Victoria greatly 
over 1946, during which it only operated that service for about. six months; 
and as to the other new services which are mentioned, such as to Boston, it 


4 
4 


will take some time to develop traffic over air services which come as a 


complete stranger to the traffic potential at both ends. 


Mr. JAckman: Then you feel that the loss is due to the new lines which 
were taken on during the year? 


Mr. McGrecor: No, but to the increases in expenditures related to the 


opening of new routes. Those lines will undoubtedly come up to the break- 
even traffic point in due course. 

Right Hon. Mr. Howe: It might be interesting to put on the record an 
article from Time giving the over-all result of air line operations for 1947, 
which was a disastrous year for all, partly due to bad weather in the spring, 
in fact, terriffic weather, and to some bad experience with new equipment. 
If you do not mind, because it would only take a minute, it might be interesting 
for me to read this article into the records. 

For U.S. airlines, the question in 1947 was not how good but how 
bad, was business. Last week, as its annual reports came in, the industry 
added up the answer: the 16 scheduled domestic airlines had lost more 
than $20,000,000. : 

Hardest hit was United Air Lines, Inc., which had a $1,086,961 profit 
in 1946. The rise in costs, poor weather early in the year, and the 
grounding of all the new DC-6’s swelled United’s loss to $3,747,000. 
American Airlines, Inc., biggest domestic carrier was also nipped by the 


grounding. Though its traffic (some 1-4 billion passenger miles) and oTOss 


revenues (nearly $82 million) were the highest in company history, its 
losses soared to $2,962,776 (from $375,943 in 1946). 

Only one major domestic line, Eastern Air Lines Inc., showed a 
profit; but its net of $1,259,196 was only one-quarter of the year before. 
Pan American Airways Corp., partly because of currency restrictions 
(for which it had to put aside a “very substantial reserve’, turned in a 
profit of $2,960,000, slightly below 1946, despite a big expansion in 
operations. 

That is the trend, and there is some more of it; but I think we must 
recognize that the United States, in 1947 operated under the same conditions 
which faced Trans-Canada Air Lines. 

Mr. Hazen: It was not very satisfactory was it. 

Mr. McGrecor: No. 


Mr. Hazen: You have spoken of bad weather, but there is no mention 
made as to bad weather in the president’s report here, and there is no mention 
made of crashes as well. 

Right Hon. Mr. Hower: There were no crashes in Canada, but crashes any- 
where in the world react on the business. 

Mr. Hazen: The more business you do, the more money you lose. 

Mr. McGrecor: That is quite erroneous. 

Mr, Hazen: That may be, but I think it should be explained. You did 
more business last year than you did the year before and had more operating 
revenue and so on, but on account of your expenditures, you had a greater 
deficit. I wonder if it is possible for you to increase the rates so that you 
would get bigger revenues to meet your expenses. Can that not be done? You 
mentioned 10 per cent, but that did not seem to get you very far. 

Mr. McGrecor: There is, obviously, a limit to what increased rates will 
produce because, as rates increase, there is naturally a depressive effect on 
utilization of the air lines resulting in low load factors. That is the sole secret 
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" | as to whether one operates in the red or in the black. If 

3 l a you are running filled 
‘ let us call it, above the critical percentage, the air line is operating arentabive 
_ but if you are below that figure, then you are in the red; and in the case of a 


growing service, for the reasons I mentioned before, the tendency is to | ‘at 
at percentages of fill which are below that breakeven point. : oe 

Mr. Hazen: As to these percentages of fill, the volumes shipments by air 
you want to get additional business in addition to passengers. 

Mr. McGrecor: Exactly. 

Mr. Hazen: What kind of business have you in mind? 

sees McGrecor: Both airmail and cargo; I mean, mail transported by air- 
craft. 

Mr. Hazen: Cargoes of what kind? 

Mr. McGrecor: Every possible type of commodity short of coal and grain; 
for example flowers and lobsters, which are two items we are operating with 
now. 

Mr. Nicuoutson: At what percentage of capacity did you operate last year. 

Mr. McGrecor: 58-5 per cent weight load factor, which compares with 
67-5 per cent in the previous year. This should not be confused with the 
passenger load factor. The figure is about 62 per cent passenger load factor as 
compared to 76, for the year before. The rates are about 10 per cent higher than 
the American rates, on the average. 

Mr. Hazen: How do the loads on our lines compare with those on the 
American lines? 

Mr. McGrecor: In 1947? 

Mr. Hazen: I mean the amounts, I mean the quantities; are the American 


lines doing a bigger business in the way of cargoes than we do. 


Mr. McGrecor: Very much so. 
Mr. Hazen: Well, they have big deficits too. 

Mr. McGrecor: Yes, but they were up against the special problem of having 
large fleets of aircraft which they could not use due to DC-6 grounding. 

Mr. Nicuoitson: And how is their passenger ratio compared to the T.C.A.’s. 
Mr. McGrecor: Slightly higher. 

Mr. Nicuotson: I suppose their population density is quite a factor. — 

Mr. McGrecor: Yes. 

Mr. Nicuouson: At the bottom of page 5 you say: 

Winnipeg and Edmonton were brought within five hours of each other 
on July 1, and Saskatoon added to the air line net work when a daily 
schedule commenced between those three cities. 

What: progress have you made to extend the service to Vancouver? 

Mr. McGrecor: That is not planned at the moment, due to the airways 
situation. It is possible to arrange facilities to fly direct to Calgary and Van- 
couver but not direct from Edmonton to Vancouver. 

Mr. Nicuoutson:' How many more airports would have to be established? 

Mr. McGrecor: I would say two, but the range facilities require more than 
two, and it would do very little to shorten the route. 

Mr. Jackman: If we have excess carrying capacity at the moment, how 
many craft have you got on order. 

Mr. McGrecor: There are 20 North Stars in the total order, and, as of a 
few days ago, eight have been delivered in shape to use. 

Mr. Jackman: They were not in use last year? 

Mr. McGrecor: No. They were not in use last year. 
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Mr. JACKMAN: How are you going to use all this additional equipment 


profitably? Are you going to retire a lot of the present planes? 


Mr. McGrecor: Yes. All the Lockheeds will be retired and at least three 
DC-3’s, the old DC-3’s. 


Mr. JAcKMAN: Have you a net figure which indicates the capacity or what- 
ever you call it? 


Mr. McGrecor: Yes; the capacity in seat miles. 
Mr. JAcKMAN: Well, ie total capacity for passengers or mail a freight. 


Mr. McGrecor: The whole system capacity; do you wish me to compare 
1948 with 1947? 

Mr. JackMAN: What I should like to know is: that if you had an excess 
capacity, if you had an excess last year, and if you get 20 North Stars on order 
to be delivered, then what is your net increase going to be in capacity, less 
retirement. 

Mr. McGrecor: I think we are talking a wee bit at cross purposes. What 
the report sets out is that we are not embarrassed with excess passenger capacity. 
But each time you fly a passenger aircraft, an aircraft flying reasonably filled 
with passengers, you still have available lift j in the form of cargo and it is this 
which we are most anxious to correct in 1948. 

Mr. JACKMAN: You were three per cent down on your passenger fill last 
year, and you are going to have more capacity for the use of passengers or 
excess; so | would lke to get some kind of figure which would measure your 


capacity for 1947, which was not utilized, and what you will have when you | 


have delivered all the 20 North Stars. 

Mr. McGrecor: I see. he use exceeded in 1947 was 414 per cent by weight, 
not by passenger. 

Mr. JAcKMAN: What do you mean by weight; you can carry that much 
more poundage? 

Mr. McGrecor: Yes, that’s right. The total available lift of the aircraft 
compared with what was actually handled for each mile flown. 

Mr. JAckMAN: You had 414 per cent in the way of poundage capacity last 
year. Now, assuming there is no increase in poundage using the lines, how would 
you relate your poundage capacity when you have these 20 North Stars, less 
retirements. 

Mr. McGrecor: We are certain to have a greatly increased poundage; we 
are reasonably sure to be flying by mid-summer some portion of the first class 
mail of this country. We are quite certain, and we have already experienced it 
with cargo, which is going up rapidly, and will be doing so even more. 

Mr. JACKMAN: You have had a slight take up already of 414 per cent. 

Mr. McGrecor: That is right; but weight load factors, which those figures 
represent, are never as high as passengers, and obviously, can never be, and 75 
per cent weight load capacity would be excellent. 

Mr. JACKMAN: But last year you had 414 per cent excess, which would give 
584 use. 

Mr. McGrecor: Yes. 


Mr. JAckMAN: And if you had 75 per cent, you are doing very well. Can 
you tell us what your break even point is. 


Mr. McGrecor: About 70 per cent. 

Mr. JackMAN: The reason why I am pursuing this inquiry is because 
most companies, in the ordinary course of business, could expend out of 
earnings; and there also comes out of the earnings what the shareholders 
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get in the way of dividends; whereas with a company of this nature, all you 
have to do is to indent to parliament, and with the force of the minister 
behind you, you will get your demands. 

Mr. McGrecor: The minister is a very difficult man to sell on such a 
point. It is only fair to say that. 

Right Hon. Mr. Howe: This is the first time we have ever come to par- 
liament to ask for a vote for a deficit since we started. 

Mr. Jackman: Perhaps it is getting harder to sell now; is that the idea? 

Right Hon. Mr. Hown: You cannot double your equipment and expect 
to fill it in the first few months. An air line, like a hydro, must have a little 
reserve capacity for growth. 

Mr. JackMAN: But you never had a 414 per cent reserve in a hydro 
system—not in Ontario anyway. 

Mr. Nicuotson: And what about first-class mail? 

Mr. McGrecor: The Post Office Department and ourselves have agreed 
on a submission to the government as a basis on which mail will be carried ; 
and I hope that not later than July 1, and possibly by June Ist of this year, 
that it might be in effect. 

Mr. Nicwotson: Do you feel free to give us any details? 

Right Hon. Mr. Howe: I think it is a matter of government policy which 
has not yet been decided. 

Mr. Fuuton: Could we be told the basis of the submission. 

Right Hon. Mr. Hows: I do not think that would be wise because the 
government has not yet considered it. 

Mr. Nicuotson: I noticed there is not a very large increase in the volume 
of air-mail carried in 1947 over 1946. 

Mr. McCrecor: The question of air-mail rates is important today, 
and there is a natural trend for the volume of mail to taper off from the war 
conditions which were certainly artificially stimulated. 

Mr. Locxuart: What is the explanation for the British postal depart- 
ment not giving us mail? 

Mr. McGrecor: The explanation is entirely tied up with the dollar 
situation. If they buy air-mail transportation from us, it means an outside 
dollar expenditure; whereas, since they have their own air lines, the B.O.A.C. 
flying from the United Kingdom into Montreal and New York, it is much more 
‘n line with their difficult economic situation to patronize the home industry 
and pay it in pounds. 

Mr. Hazen: Your equipment and staff have been used fully only for 
four months of the year; during the other eight months of the year, what 
proportion of your staff and equipment were used? 

Mr. McGrecor: All the equipment was used, but not as heavily as it 
could be. You have a severe hump in the total traffic requirements of the air 
lines during the summer months. But we hope that foreign services to the south 
will tend to level that off in the future. But it is quite true of general east 
and west air lines; they all suffer from it; and the one exception which the 
minister mentioned is the line operating in the States, which operates almost 
entirely on north and south routes. 

Mr. Hazen: Did you say that all equipment was used, but not fully used? 

Mr. McGrecor: Exactly. 

Mr. Hazen: But all the staff was not fully used; do you keep records 
to show what proportion of your equipment and staff are fully used? 

Mr. McGrecor: Yes, we keep such records. 


~ 
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Mr. Hazen: I do not suppose it would be the same for the remaining eight __ 
months; I suppose it would vary. | 3 
Mr. McGrecor: Depending on which month, very considerably; and we ~ 
keep records of the main groups affected, and the flight crews and their hours 
flown each month. Obviously it is not good economy to let out flight crews in 
whom we have a tremendous equity in training. 

Mr. Hazen: Which months drop off? They are the summer months, the 
four summer months. 

Mr. McGrecor: The late summer months; September is one of our heaviest 
months. The drop off starts in October then it picks up again in December, 
which is a heavily travelled month; and January and February are at a low 
ebb; but in March it starts to rise again. 

Mr. NicHotson: At the top of page 6 you say: 

July 1 also saw the inclusion of Medicine Hat and Swift Current 
in a daily trans-continental schedule. | 

Has that been a profitable experiment; and how many more points are 
you likely to establish on the main line? | 

Mr. McGrecor: It is very difficult to segregate the cost of that type of 
operations; but they were a little bit unique in the history of the T.C.A.,. 
because we regarded them as short on-the-ground-time points where we could 
operate as cheaply as that type of operation indicated and the result was that 
we put in a minimum of staff, and we put stewards rather than stewardesses on 
the aircraft so that the men could assist in the baggage handling while the 
aircraft was on the ground. We expect to go into Brandon and Yorkton on an 
experimental basis this summer. 

Mr. NicHouson: How about Moose Jaw? 

Mr. McGrecor: Moose Jaw is not contemplated. 

Mr. NicHouson: How soon do you expect to get into Yorkton? 

Mr. McGrecor: Yorkton and Brandon are, I think, dependent on the 
airport situation; but I would say probably about June Ist. 

Mr. JAcKMAN: I suppose this figure of 584 per cent of use, of poundage 
capacity for last year, refers to flights which had actually taken place? 

Mr. McGrecor: Oh, yes. 

Mr. JAcKMAN: Is there a comparable figure for the use of all your equip- 
ment? 

Mr. McGrecor: No; we do not fly a flight on the basis of the available 
load. A scheduled flight must be flown. | 

Mr. Jackman: But you said that it was at certain periods of the year that 
there was an excess of capacity due to weather and various causes. Is there 
a figure available as to the extent of the use of your flying equipment? 

Mr. McGrecor: No, there is no such figure. 

Mr. Hazen: Did you carry flowers on many flights last year as cargo? 

Mr. McGrecor: No. 

Mr. Hazen: Well how are you doing with them this year? 

Mr. McGrecor: Very well. 

Mr. Hazen: Are they mostly from the west coast? 

Mr. McGrecor: Yes. | 

Mr. Hazen: And you have been carrying them quite frequently? 

Mr. McGregor: Yes. 

Mr. Hazen: Is that business just seasonal, or would it go on in the summer as 
well as in the spring? . 
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Mr. McGrecor: I would not think so; I would say that it was seasonal; 


and the same would be true of the other specialized air cargoes such as lobsters 


on the east coast. 

Mr. Hazen: Did you carry many lobsters last year as cargo? 

Mr. McGrecor: No, we did not because some of that type of cargo is 
difficult to associate with passengers. 

Mr. Hazen: Have you started in with it this year? 

Mr. McGrecor: Yes. 

Mr. Hazen: Have you some cargoes this year? 
Mr. McGrecor: Yes. 
Mr. Hazen: Where do you pick up these cargoes? 
Mr. McGrecor: Halifax is one point; and we have also flown some from 
Newfoundland. 
Mr. Hazen: How far across the continent do you fly them? 
Mr. McGrecor: Montreal is as far west as any of that cargo has come; 
and Montreal is as far east as the flower cargoes come from the west coast. 


Mr. JAcKMAN: In connection with the overseas mail, I suppose we route 
most of our Canadian mail over our own lines. 


Mr. McGrecor: Yes. 

Mr. JAcKMAN: Where do the British planes pick up the eastbound air-mail 
or cargo? 

Mr. McGrecor: At Heath Row in London. 

Mr. JAcKMAN: No, the British planes, do they go back home empty? 
Mr. McGrecor: Quite. There is no Canadian mail. 

Right Hon. Mr. Howe: They only have two flights a week. 

Mr. JAcKMAN: But that is sufficient to carry the westbound mail. 

Right Hon. Mr. Howe: Oh, yes. 

Mr. JackMAN: Do their planes go back empty? 

Mr. McGrecor: In so far as mail is concerned. 

Mr. JACKMAN: Cannot anything be worked out as to that? 

Right Hon. Mr. Howe: It works fairly well for us because our heavy runs 
are the western loads and I do not think we lose too much at any time on the 
eastbound. 

Mr. Jackman: You mean that you carry more people. 

Right Hon. Mr. Howe: Yes. 

Mr. McGrecor: There is only a certain amount of mail, and it is not im- 


portant whether we have half of each others or all of our own. It is an ideal 
thing not to be cluttered up with mail and cargo on the westbound flights. 


Mr. Nicuotson: If you could fill your planes with passengers then it is 
more profitable than for you to have mail or cargo? 

Mr. McGrecor: It is about the same. 

Mr, JackMAN: Would you explain what you mean by the expression: 
“production costs per available ton mile”. 

Mr. McGrecor: Available ton mile: that is what we regard as the yard- 
stick of the amount of transport work provided; and it means exactly what it 
says. It is the transportation of a ton, or rather the ability to transport a ton 
for one mile; and it has nothing whatever to do with the use that is made of that 
ton-mile capacity. It is there to be sold, and if it is sold and filled it is a good 
thing. But that does not affect the costs of producing that ton mile. 
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Mr. JAcKMAN: If you had not been able to produce, all Sour production — 


costs would vary on the ton basis. 


Mr. McGrecor: That is right. The cost does not vary whether you fill it or % 


not. 


T.C.A. and published in the Dominion Bureau of Statistics pamphlet “civil 
aviation”, month by month. I have it for eleven months and it says that the 


Mr. Jackman: I had difficulty in reconciling the figures given for the 


operating loss was $2,209,000, but the December figures are not available in the Y 


report. Whereas your deficit here says: $1,761,000. Could that be explained 
to the committee? 

Mr. McGrecor: I think it could. I do not know just what month it occurred, 
but during the latter part of 1947, it was realized that we were not going to have 
any other aircraft and also that the useful life of the DC-3 was obviously going 
to be longer than had been previously contemplated, through the development 
of air cargo; and for that reason the depreciation period on the DC-3’s was 


changed from three years to four years. I do not know whether that first 


appeared in December or in a previous month. 
Mr. JAcKMAN: The depreciation of the DC-3’s rate was changed from a 
three-year to a four-year basis. 
Mr. McGregor: Yes. : 
Mr. JAcKMAN: It must have have been made retroactive for the year. 
Mr. McGrecor: It would apply for the year. 
Mr. JAckKMAN: Then does that account for the $1,000,000 difference. 
Mr. McGregor: I would think, in part only. 
Mr. Cooper: The adjustment was only, about $400,000. 
Mr. JAcKMAN: Well, I still come to this figure, which is number 18 on the 
Dominion Bureau of Statistics pamphlet, under operating revenue, under Trans- 
Canada Air Lines; and if you had about a month to go, and you had $2,209,000 
loss, with December still to come, and you only report a deficit of $1,761,000. 
Mr. McGrecor: That comes pretty close to Mr. Cooper’s figure, I think. 
Mr. JackMAN: But how would December show? What was your operating 
figure? 
Mr. McGrecor: I think I have it here. December ene a net operating 
profit of $628,180.02. 
Mr. JAcKMAN: A profit? 
Mr. McGregor: Yes. 
Mr. JAcKMAN: A profit of how much? 
Mr. McGrecor: $628,180.02. 
Mr. JACKMAN: That must include a write-back for the year. 
Mr. Cooprer: There were two adjustments. One had to do with depreciation 
and the other with adjustments on the mail rates. 
Mr. JAckKMAN: November shows a loss of $327,000, yet for December you 
show a profit ? 
Right Hon. Mr. Hows: I think there was an adjustment of the mail rates. 
We had an annual contract and so much was credited each month; but at the 
end of the year we had more coming to us than we had been credited with month 
by month. 
Mr. McGrecor: And there was an experiment with the first-class mail car- 
Mr. McGrecor: And there was an experiment with the first-class mail car- 
Mr. JAckmMaAN: There certainly was a very large adjustment for any one 
month. Are you going to have these figures adjusted in the Dominion Bureau 
of Statistics records; if they are to be worth anything at all, then they should 
be kept accurately. 
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. Right Hon. Mr. Howe: It willbe all right when they get the December 
gures, 

Mr. JAackMAN: What is the justification for changing the DC-3’s depreciation 
rate from three years to four years, using them for cargo; surely, there is nothing 
new about that. 

Mr. McGrecor: In 1947 it was definitely a new idea. 

Mr. Moors: In the past few years the price of gasoline has increased 
appreciably. Has the price of aviation gasoline also increased? 

Mr. McGrecor: Yes. Very definitely. And, incidentally, on that point 
we are paying twice as much per gallon as the United States operators. 

Mr. Jackman: May I just ask what the adjustment on the mail contract 
was that took place with respect to the December figure? 

Mr. McGrecor: Well, as I have mentioned, there was the idea of develop- 
ing possibilities of what we call all up first class mail on certain mail routes 
between Ottawa and Montreal and between Ottawa and Toronto; and they 
were flown without public announcement, in December, in order to find out 
what the problems were and what the possibilities were. And if I remember 
correctly, the payment for that kind of adjustment which was made in the 
rate per pound of air-mail totalled, something in the order, I think, of about 
$400,000. 

Mr. Cooper: $487,000. . 

Mr. JackMAN: For the month of December, $487,000 of first class mail was 
flown from Montreal to Toronto. 

Mr. McGrecor: No. The total effects of these two things which I men- 
tioned totalled $487,000. 

Mr. Cooper: $487,000 was for the period April 1 to December 31. 

Mr. Nicuotson: What do the American, the United States Air Lines get 
on the basis of the five cents air-mail rate. 

Mr. McGrecor: Their remuneration varies widely between companies. 
In the case of the larger companies, it is lower than our remuneration, and 
in the case of the smaller companies, it is considerably higher than ours. 
It is based entirely on their financial needs. If an air line can show or specify 
to the United States government authority that it is operating reasonably 
efficiently and still operating at a deficit, they say: your air-mail rates shall 
now be thus and so in order to correct that situation. 

Mr. Fuuron: They make use of a subsidy, then. 

Mr. McGrecor: Exactly. 

Mr. Nicuoutson: It is conceivable that certain western airlines would get 
a different rate from operating to San Francisco and Los Angeles. 

Mr. McGrecor: Well, I do know of air lines of smaller types such as the 
Colonial who get vastly different air-mail rates. 

Mr. Fuuron: Are there any further extensions or additions in western Can- 
ada contemplated? 

Mr. McGrecor: The two I have mentioned, Brandon and Yorkton. 

Mr. Futon: What about west of Calgary? 

Mr. McGrecor: No. That area is being served by C.P.A. at the present 
time. 
Mr. Futon: You do not contemplate any stops between Vancouver and 
Edmonton, when you get that service in operation? 

Mr. McGrecor: No, we do not; but the service will be inaugurated from 
Vancouver to Calgary non-stop. 

Mr. Fuuron: That is in operation now. 
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Mr. McGrecor: Yes; I am speaking of the North Star service. 3 

Mr. Fuuron: I see that you have a planned service. from Vancouver to 
Edmonton. Is it planned to have any intermediate stops? 

Mr. McGrecor: No, it is not planned at the moment. 

Mr. Funron: Do you feel there will be an increase in the volume of air 
mail if you did? ‘There is quite a distance between the two points by train. 

Mr. McGrecor: I think it would possibly increase air mail but very 
definitely detract from passenger patronage. Passengers who go into an aircraft 
want to get to their final destination in the quickest possible time and they 
resent intermediate stops. 

Mr. Fuuron: You do not run anything like the through trains and the™ 
local trains? 

Mr. McGrecor: That would become the case with the introduction of the 
North Star aircraft which would run from Toronto to Winnipeg with the DC’s 
stopping at the Soo and the Lake Head. 

Mr. Fuuron: I think you said you had shorter flights. Are you going to 
have any more local flights, local stops? 

Mr. McGrecor: There are the two we mentioned which are both east of 
the Calgary-Hdmonton line. 

Mr. Futron: If you had the North Stars and the short flights and had a 
sufficiency of equipment do you not consider that the time has come when 
you could inaugurate more local flights? 

Mr. McGrecor: No, because as you introduce the other flights you decrease 
the patronage of the local flights; they remove all the through load from them. 

Right Hon. Mr. Hower: I think what Mr. Fulton is asking is, are you 
considering any more flights of a local nature? 

Mr. Fuuron: Yes. 

Right Hon. Mr. Howe: I think the air nes is always studying that because 
we mentioned Brandon and Yorkton this year; if it can be shown that there 
is a potential traffic for the local flight with no other stop we would consider 
it. This is a matter of estimating whether the traffic is there to a certain stop. 

Mr. Fuiron: You can see if you look at the map in the report that there 
is no service into the interior of British Columbia at all between Vancouver 
and Lethbridge and Calgary and Edmonton respectively. 

Right Hon. Mr. Hower: You have the C.P. Air Lines which are practically 
the same as a local service. 

Mr. Fuutron: They have only one stop-over between Vancouver and 
Calgary. 

Right Hon. Mr. Hows: No, no; there are several stops. 

Mr. McGrecor: I think there are three stops between Calgary and 
Vancouver. 

Mr. Fuuton: On the southern route? 

Right Hon. Mr. Hown: That service goes up to Fort St. John from 
Vancouver. There are several stops. 

Mr. Fuuton: That is purely local. 

Right Hon. Mr. Hown: Yes, it is local. 

Mr. Fuutron: I was thinking of connecting up with other T.C.A. routes. 
At times it is difficult to connect up with the mail from Vancouver to Calgary. 
Mr. McGrecor: The C.P.R. service stops at three intermediate airports 
if I remember correctly—Penticton is one and there is Trail, and there is a 
third one. I am not very familiar with their service. 
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Mr. Fuuron: Those are landing places, are they? I was wondering whether 
you contemplate anything between Vancouver and Calgary and Vancouver 
and Edmonton; but you say you do not. 

Mr. McGrecor: Not at the moment, there is not an airport available to us. 

Mr. Fuuron: I can tell you there is one at Kamloops. 

Mr. McGrecor: I do not think Kamloops would be suitable for North Star 
landings. 

_ Mr. Fuuron: You did not tell us that. You said the North Stars were not 
going to do any stopping and-I wondered if you could increase the number of 
stops of smaller planes. 

Right Hon. Mr. Howe: We do not attempt to use smaller planes over the 
mountains. We have never dared to put Douglases through, as far as the 


~T.C.A. is concerned. We have operated Lockheeds. You get icing conditions 


that demand a high-powered plane. We intend to do that with the North Stars. 

Mr. Nicnotson: What plane are you using to Medecine Hat and Regina? 

Mr. McGrecor: DC-3’s. We will not operate DC-3’s across the mountains. 
The one-engine performance -of other machines is not sufficient. 

Mr. Nicuotson: What do you use from Lethbridge to Vancouver? 

Mr. McGrecor: Lockheed Lodestars. 

Mr. Nicuoutson: There was some talk about Penticton; I think you said 
that the C.N. is not serving Penticton but that the C.P. is. 

Mr. McGrecor: I hardly think that is T.C.A. country. They had, as a 
matter of fact, a service which was established by the C.P.A. and we were quite 
happy that it*should be so. 

Mr. Nicuotson: Was it understood that the T.C.A. handled all services? 
There was quite a time when Penticton did not have any services. 

Right Hon. Mr. Howe: That route is being handled by smaller planes. The 
Lodestars are heavy. 

Mr. Nictoxison: Are not the C.P.A. using the same kind of plane over 
that route? | 

Hon. Mr. Howe: Frankly, I do not know what they are using. 

Mr. McGrecor: They were required to fly by a combination of planes, 
which was a rather costly arrangement. I believe that has been changed now. 

Right Hon. Mr. Hown: There is a very difficult operation there. 

Mr. McGrecor: Going down into the airports in the middle of the Rockies 
is not a happy situation. Flying with aircraft on which you cannot get an 
altitude of upwards of 12,000 feet on one engine we do not regard as good 
practice. 

Mr. Fuuron: What are the runway requirements of the North Star? 

Mr. McGrecor: 5,200 feet. It can be operated with considerably less if 
you are prepared to sacrifice load. 

Mr. Futron: Can you tell me offhand how that would compare with the 
Lancasters you used to fly? 

Mr. McGrecor: About the same. 

Mr. Fuutron: I think our airport could accommodate both because we 
accommodated Lancasters during the war. 

Mr. McGrecor: There is a vast difference between a Lancaster bomber 
without load and a commercial aircraft loaded to plane capacity. 

Mr. Furron: You mean one light and the other heavy? 


Mr. McGrecor: Quite so. 
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Mr. Fuuron: I understood it was designed for both types. 


Mr. JAcKMAN: With regard to mail contracts and the carrying of mail from 


Montreal to Toronto, I have always found in Ottawa that I could get better 
service without using air mail; in fact it is slower service by air mail than 
first-class mail, and as a consequence I never use.air mail for speedy delivery. 

Right Hon. Mr. Howe: Maybe you are using air mail and do not know it. 
The planes have been carrying a lot of first-class mail. 

Mr. JACKMAN: It is a long time since I have put an air mail stamp on my 
mail. Can you assure the committee that mail carried between Toronto and 
Montreal is getting a fast delivery with the T.C.A. carrying it as when the 
railways carry it? I am speaking of between the mail box and the house or 
the office. 

Mr. McGrecor: I can assure the committee that on mail picked up and 
delivered as between station and station and airport and airport the air letter 
is the faster. ' 

Mr. Jackman: There is the time taken from the airport to the city which 
often results in delays. 

Mr. McGrecor: That was true some time ago. The regulatory of service 
is very definitely improved. There are a greater number of flights operating. 
Then we are beginning to feel the effect of the improved landing aid equipment, 
which is having the effect of increasing the regulatory. I think most airfields— 
Mr. Locxuart: The sorting of the mail is done at the end of the trip, is 
it not? 
Mr. McGrecor: It depends; it varies. 
Mr. Locxuart: It is not done en route? 
Mr. McGrecor: No. 


Mr. Locknart: That appears to be where the railways have the edge; they 
have the mail already sorted. 

Mr. McGrecor: We like to think that we can do that in the future by the 
use of purely mail planes, when the mail crew would have access to the mail 
_ carried. That is not the case at the present time. 


The CuHairMANn: Are you through, gentlemen, with questions with regard 
to the mail? 


Mr. JAcKMAN: There is not very much net advantage to the country; the 
planes and the trains are doing the same thing. With the T.C.A. carrying this 
mail it takes the revenue from the railways which need it as much as you do. 


Mr. McGrecor: I think there would be a great advantage in sending the 
mail by air; something of the order of twenty-four hours between Toronto and 
Winnipeg. 


Mr. Jackman: I am speaking of Toronto and Montreal. 


Mr. McGrecor: I said that was used purely as an experiment to find out 
what the handling problems were. 


Mr. Jackman: It is in your operating account for 1947? 


Right Hon. Mr. Howe: Not all of it; there were some adjustments to make 
in the previous months, I think. I do not think all the December adjustments 
resulted from that service. I think in the month of December, at the end of 
the year, there were credits over the full year to make adjustments. For 
example, depreciation was adjusted for the full year. I dare say the mail 
account was adjusted for the full year. I do not think you can say that all the 
revenue in December came from operations in December; the Air Lines received 
that money in that month. 
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Mr. JACKMAN: I realize you changed your depreciation rate and made it 


~ retroactive on the DC-3’s. 


Mr. McGrecor: Yes. 

Mr. Jackman: What is the depreciation rate over there? 

Mr. McGrecor: I cannot answer that. 

Right Hon. Mr. Howe: I think it is four years. I think we always depre- 
ciate our Lockheeds over four years. 

Mr. McGrecor: Five. 

Right Hon. Mr. Howe: The theory with regard tto these DC-3’s is that 
they were war planes reconverted in Canada and we planned that a new type 
of plane would come in so that the life of these planes would be shorter than 
other planes, and we planned a three-year depreciation. There was no medium 
range plane coming along that was any better than the DC-3. It is pretty 
certain we will use up the four-year period instead of the three-year period. 
They changed the depreciation rate for that reason. 

Mr. McGrecor: There was another feature. The American authorities 
increased the life of the DC-3 during 1947—toward the end of 1947—to extend 
its certificate of airworthiness to 1954, which was something we had been in 
doubt about prior to that. 

Right Hon. Mr. Howe: There was a dead-line—twin-engine planes to 1991; 
and they advanced them to 1954. 

Mr. JACKMAN: We had some evidence yesterday to the effect that deprecia- 
tion based on the cost throughout not only of the railway system but throughout 
industry generally was quite inadequate to meet replacement at the end of the 
period because of the tremendously increased cost of the new equipment. Does 
not that apply to the DC-3 class? Does a plane cost more now than it did 
five years ago? 

Mr. McGrecor: Yes. 

Right Hon. Mr. Howe: More than twice as much. 

Mr. JAcKMAN: Would it not have been much more sensible to retain the 
three-year rate? It seems odd with planes costing twice as much to replace 
as the book cost of the equipment that you should extend the depreciation period 
a further year. Even when you depreciated the whole thing you would have 
only your replacement cost back. 

Mr. McGrecor: I am not an accountant, sir, but I do know that with 
depreciation you are not setting up a sinking fund to purchase replacement 
equipment; you are endeavouring to have your aircraft written off at the time 
you are through using them. 

Mr. Jackman: I think the committee should know this: if you have a fleet 
of taxicabs which cost you a thousand dollars each and you write off $333 a 
year, at the end of the period while you might have thought you were enjoying 
great prosperity you would find you have half the size fleet because of the cost 
of the new equipment. 

Right Hon. Mr. Howe: That is inherent in all business, is it not? The 
income tax people will only let you write off the construction costs. 

Mr. Jackman: In this case you are not bothered with income tax at all. 
I said we should apply common sense rules. You have extended that period 
four years instead of three. Instead of meeting the situation you have put 
yourself in a worse condition. 

Mr. McGrecor: I do not think we have put ourselves in any worse condition. 
The expected use of the aircraft increased and the logical thing to do was to 
increase the depreciation rate to correspond to the expected useful life. 


Mr. JackMAN: That is what I gathered. 
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Right Hon. Mr. Howe: If parliament wants to vote the line more money ‘ 


they can do it next year. 


Mr. JACKMAN: It is not up to the standard of the minister’s usual business 


judgment. All I can do is make the point that it is not a sound thing to do. 

Mr. Cooprer: I do not think there is any authority anywhere which will 
permit you to accrue depreciation on a replacement basis; it is always on the 
cost basis. I think you are writing off the cost of the property which is being 
used up in service. 

Mr. JACKMAN: At the end of the time you would have only half your fleet 
of taxicabs, and I think you know that as well as I do. You are not going to 
be able to replace the equipment worn out, partly charged to operations, during 
the period of use. | 

Mr. Cooper: You will not be able to replace it out of operating revenue, 
and you are not entitled to replace it out of operating revenue. 

Mr. JACKMAN: Of course, that is an accounting point of view. I agree with 
the theory that it does not work out in practice owing to the faster period of 
rising costs we are still in. 

Mr. Hazen: I see that Trans-Canada Air Lines had a deficit of $1,761,042 
and that Trans-Canada Air Lines (Atlantic) Limited has a surplus of $136,303. 
I suppose the expenses increased on the Atlantic line as they did on the Trans- 
Canada line. How is it you are showing a surplus on the Atlantic line while 
you are so unfortunate as to have a deficit on the Trans-Canada line? Were 
your rates higher in comparison on the Atlantic line or were costs less for 
carrying more cargo; or is this a matter of bookkeeping? 

Mr. McGrecor: It is not a matter of bookkeeping. It is a little of all 
the things you have mentioned. The rate per mile on the Atlantic service is 


approximately three cents per passenger mile higher than it is domestically. 


The loads were excellent, as you know. The problem was to accommodate the 
passengers rather than to look for them. The same was quite true of the cargo 
due to the gift food parcel volume. 

Mr. NicHotson: What information have you on the operation of your 
competitors on your trans-Atlantic business? - 

Mr. McGrecor: I think it is true to say we are the only trans-Atlantic 
operator showing an operating profit for 1947. 

Right Hon. Mr. Howe: They were not operating in the months of January, 
February, March and April; the operations started in May. It is hardly a fair 
comparison. 

Mr. Nicuotson: How many flights were cancelled? 

Mr. McGrecor: There were no trans-Atlantic flights cancelled in 1947. 
That does not mean that every flight flew on the day set, but if a flight was 
held up due to weather it flew as a second flight the next day. There was 
no flight cancelled. 

Mr. JAckMAN: Mr. Chairman, just for the record, I wonder if it would be 
too much trouble to ask the T.C.A. to put on the record the adjustments which 
were made in December particularly on depreciation and then any adjustment 
in the mail contract, plus the revenue received from the carrying of mail between 
Montreal and Toronto and Montreal and some other point and W innipeg? 


Mr. McGrecor: Yes. Mr. Cooper has the breakdown of those figures. 
Mr. JAcKMAN: I wonder if you would put them on the record for us so that 


we can see why it is the figures reported to the D.B.S. do not jibe with the 
figures in the T.C.A. report. (See opening of afternoon session.) 


Mr. McLure: The Maritimes Central Airway is a feeder line to the T.C.A. 
You do not operate in the province of Prince Edward Island? 
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Mr. McGrecor: That is right. 


Mr. McLvre: I said one time before that we had one little inconvenience 
with regard to passengers; that there were no rights for the passengers for the 
Maritime Central Airway to connect at Moncton. The passenger always had 
to take his chance on having a seat on the T.C.A., and Mr. Symington stated 
that he would look into the matter and see if it could be adjusted so that there 
would not be that inconvenience. At the same time he made the statement 
that the Maritime Central Airway was an excellent feeder line to the T.C.A.; 
but I have myself on two’ occasions in getting tickets for passengers experienced 
a delay of a day in Moncton, due to the fact that they were leaving Charlotte- 
town at a certain time and they could not get a reservation from there to 
Winnipeg. The T.C.A. said they would do their best to adjust the matter. 

Mr. McGrecor: That has definitely been gone into. It is partially a 
matter of communications, and it would apply to a passenger originating and 
boarding the plane at Moncton as well as to one boarding on the island. In 
order to confirm a seat through to Winnipeg from Charlottetown it is necessary 
to make the request through Moncton and then from Moncton to Toronto and 
have a seat confirmed over each of the three regional legs of that journey, and 
it does involve a little time. However, it is not peculiar to Prince Edward 
Island passengers. 

Mr. NicHotson: There is no reason why that cannot be confirmed before the 
passenger leaves Charlottetown, is there? 

Mr. McGrecor: None whatever if he is prepared to wait; if he goes to 
Moncton on spec, it is different. | 

Mr. McLwure: With the exception that the people in Moncton would have 
the preference of a few hours’ time over the passengers from the Maritime 
Central Airway from Prince Edward Island. 

Mr. McGrecor: The communication time. 

Mr. McLure: You are endeavouring to adjust that, are you? 


Mr. McGrecor: Certainly. There is complete agreement in the making 
of reservation and there is no preference between Moncton and Maritime 


Central Airway in the case of people asking for space. 


Mr. McLure: I am not bringing the matter up as a complaint, but just 
asking for consideration. We think our Maritime Central is giving us a 
wonderful service, and if anything could be done we would like to see it done. 

Mr. McGrecor: We have interchange arrangements with them and we 
enjoy good relations with them. 

Mr. Hazen: What is the difference between pressurized and unpressurized 
North Star aircraft? 

Mr. McGrecor: A good deal. There are many differences, besides that of 
the cabin pressure. 

Mr. Hazen: I notice you use those terms in the report. 

Mr. McGrecor: Those words are used to designate the difference between 
two types of aircraft; the first called the M-1, the unpressurized, and the M-2, 
the pressurized. The technical difference is that in the case of the M-2 the 
cabin is equipped with compressors which have the effect of producing artificial 
pressure in the cabin which reduces the effect of altitude to the point at which 
it is pressurized. If an aircraft flies at 20,000 feet the equivalent would be 
7,000 in the cabin. 

Mr. Hazen: How many of these pressurized aircraft have been delivered? 
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Mr. McGrucor: Fourteen have been delivered but to date only nine of them : 
had been put in a modified form ready to use. There is work being done to the ~ = 
remainder to suit them to the Atlantic operation. Thére are six of them on the = 


Atlantic route now. | . 
Mr. Hazen: They are all in service on the Atlantic? 
Mr. McGrecor: Yes. 

Mr. Hazen: Who built them? 

Mr. McGrecor: Canadair of Montreal. 

Mr. Hazen: What did they cost? 

Mr. McGrecor: $660,000—that is the pressurized version. 

Mr. Hazen: Is that shown in this statement? 

Mr. McGrecor: The purchase price? 

Mr. Hazen: Where do you show the amount spent? For instance, is it the 

same as since the report was prepared? 


Mr. McGrecor: No, a part of the purchase price was not spent, as of 
December 31, 1947. 


Mr. Hazen: Where is that in this report? 
Mr. McGrecor: It appears under capital investment on the balance sheet, 
on page 12, the last item on the left-hand side. 

Right Hon. Mr. Hown: $12,858,000. 

Mr. JAcKMAN: How many planes does that cover? 

Right Hon. Mr. Hown: That is the progress payment on twenty planes, 
some of which are finished and some are under construction. 

Mr. JAcKMAN: On a cost plus basis? 

Right Hon. Mr. Howe: Oh, no; $660,000 each. 

Mr. NicHotson: I was going to inquire whether you have the ratio of fatal 
accidents to the total miles flown since the T.C.A. commenced operations and 
a comparison between them and some lines in the United States. 


Mr. McGregor: That could be provided. We do not like to boast about. 


it and do not use it as a matter of publicity, but we can certainly provide 
it and have it put-into the record, if you wish. 

Mr. NicHouson: Is there any reason why you should not give publicity to 
it? It is really safer to travel by air than motor car, is it not? 

Mr. McGrecor: We feel a little bit like the navy, which is sometimes called 
the “silent service”: if it is a good record it speaks for itself and tub thumping 
does not accomplish very much. 

Mr. JAckMAN: The progress payments on the 20 North Stars total 
$12,858,000, leaving a balance of $1,000,000 more to pay. | 

Right Hon. Mr. Howe: That is right. They were practically finished in 
1947 when they had trouble with the DC6’s and there were some adjustments 
to make on them; and while they were quite extensive as far as work goes, it did 
not amount to much in dollars. ; 

Mr. JAckMAN: Are there any extras coming into this contract. 

Right Hon. Mr. Hows: As to the extras, we will give them to you next 
year. Any extras would be those extras specifically ordered by the air lines, 

Mr. Lockuarr: You made a statement as to pressure of applications for 
seating capacity on the Trans-Atlantic run. In other words, you are fighting off 
applications. That is true both ways? 

Mr. McGrecor: Only for certain months in the year. 

Mr. LockuHarr: In your opinion, is there any justification for people who 
use the Trans-Atlantic service to say—and I have had two instances which I can 
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2 recall—for them to say that they have tried Trans-Canada Air Lines flights and 
_ that they have travelled over the American Air Line flights coming into New 
4 York, and that, by all means, the American flights are the better and the more 
- satisfactory. I have had that occur twice within three or four months. Do 
- you repudiate that statement? 

3 Mr. McGrecor: I would, personally, and I have tried them both. We have 
voluminous evidence to support that repudiation and we have very many letters 
of commendation. 

Mr. Lockuart: That was what I was anxious about because, of course, 
I could not repudiate it personally. 

Mr. McGregor: People do not fly the Atlantic every day and it depends 
on their individual experience; and there are flights which are fairly unpleasant 
for the passengers due to weather and other difficulties. They are routed 
‘through the Azores and they may be put up in accommodation which is not 
always of the very best, depending on how many flights are in; and there are 
flights which get into Goose Bay which is not too attractive as far as accommod- 

ations are concerned. It does sometimes happen, and it is a basis of un- 

favourable comparison when it does. 

Mr. Locxuart: I have had two such statements made to me within three 
months, 

Right Hon. Mr. Howe: We carry ten Americans across the Atlantic via 

T.C.A. to one Canadian who goes via New York. 

Mr. Locxuart: I will get some of the evidence from them if I ever hear 

that statement repeated. 

Mr. McGrecor: Well, hardly a day goes by when we do not get evidence 
_ which is very favourable to us. 
x Mr. Jackman: Did the change in the charge to the capital advance to the 
_ J.C.A. come about directly through the 1945 amendment which we put through 

the house. 

: Right Hon. Mr. Howsn: It was 1946, was it not? 
E Mr. JAcCKMAN: It says 1945 here. How much government money has 
_ -T.C.A. got now? . 
oA Right Hon. Mr. Howe: We increased the capitalization to $24,000,000 
and I think we have the whole $25,000,000 now. 
Mr. JackMAN: You call it the balance of the subscriptions. 

Mr. McGrecor: Since the end of the year. 

Mr. JAcKMAN: That formerly would have borne 5 per cent; and it says it 
was changed in 1946 so that the interest payments were at the same rates 
that the railway companies are called upon to pay on the advance to them 
by the government, for advance for capital purposes. 

Right Hon. Mr. Howe: Three per cent. 

Mr. JAcKMAN: Three per cent? 

Mr. McGrecor: It was changed during the year. 

4 The CuairmMANn: Are there any other questions as to the balance sheets, 
pages 12 and 13? 

; Mr. Emmerson: On page 6 it says: 

a A new international operation was inaugurated on April Ist, with 
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the service between Halifax, Yarmouth, Saint John and Boston. 

g Is that a daily service? 

Mr. McGrecor: Twice daily. 

§ Mr. Emmerson: Is that service continuing, and do they still use Yarmouth? 
11235—34 
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Mr. McGrecor: Yes. : 
Mr. Emmerson: My other point is on page 8, where it says: | 
Extensive runways development took place at Toronto, Winnipeg, 
Calgary and Lethbridge to fit those airports for the handling of four- 
engined aircraft. 3 
Because of something which I said in the newspaper, is there any proposed — 


’ . extension of the runways at Moncton to take care of four-engined aircraft? 


Mr. McGrecor: I think that is in progress, as a matter of fact. 

Right Hon. Mr. Hows: It is under construction now. 

Mr. Emmerson: You have no information as to what the extension was? 

Right Hon. Mr. Hown: Oh, the main runway is being extended to 6,000 
feet. 

Mr. McGrecor: Yes. 

Mr. Emmerson: And it will be of concrete. 

Right Hon. Mr. Hows: Yes, I think so. 

Mr. Hazen: Who paid for the development to these runways? 

Right Hon. Mr. Howz: The Department of Transport. We own the 
airport. 

Mr. Warren: My question has to do with the foot-note at the bottom oi 
page 9, and I will just read a’couple of lines as follows:— 

A total 15,815 passengers crossed the Atlantic with T.C.A. during 
the last eight months of 1947, when the operation had sole commercial 
status. 14,893 of these travelled on scheduled flights. The remaining 
1,422 were largely immigrants from the United Kingdom, carried under 
a charter arrangement with the province of Ontario. 

I wonder if we could have some information regarding that set-up. 

Mr. McGrecor: Do you wish me to describe the agreement? 

Mr. Warren: It does not do so here. 

-Mr. McGrecor: There was a charter agreement entered into between the 
province of Ontario and ‘Trans-Canada Air Lines for the transport of passengers 
on a chartered basis, which the province of Ontario’s representatives in the 
United Kingdom would develop. 

Mr. Warren: Did the province of Ontario undertake any responsibility 
regarding the fares of those passengers or anything of that nature? 

Mr. McGrucor: That was entirely a matter for the province. They 
agreed to pay the Trans-Canada Air Lines so much per flight flown; and as to 
what they did with the space thus made available to them was entirely the 
business of the charterers. It is exactly like the case of chartering a ship. 

Mr. Warren: Is that charter still in effect? 


Mr. McGrecor: No, it terminated as of the 15th of April with an extension 
to accommodate Ontario. 


Mr. Warren: Why was it terminated? 


Mr. McGrecor: It was terminated because Trans-Canada said the rate 
would go up from $9,000 to $11,500 per flight. 


The Cuamrman: Are there any other questions, gentlemen? 


: Mr. JAckMAN: May I ask in regard to the carrying of cargo; you have just 
all express or freight or what other classification. 


Mr. McGrecor: Cargo and air express. 


Mr. JACKMAN: Is your express on a poundage basis as renumerative as 
passengers? 
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Mr. McGrecor: In actual receipts, it is as renumerative; but whether 
it pays the air lines as well, is a moot question, because, in order to make prompt 
delivery of air express, it 1s necessary to reserve space in the aircraft on the 
assumption that you are going to have so much express load; if that load does 
not materialize there will be space left vacant which is the reason for the 
considerable differential between the rates on express and cargo. 

Mr. JAcKMAN: Well, is it better for the line to carry 180 pounds of human 
freight or to carry that much pounds of cargo? 

Mr. McGrecor: It is better to carry a pound of passenger than a pound of 
air cargo. But we can only carry due to the construction of the aircraft, just 
so many passengers; and you will automatically have the cargo space. 

Mr. Jackman: Is the cargo very much less per cost per pound? 

Mr. McGrecor: About half, or very nearly half. 

Mr. JackMAN: Then it is better to carry mail than to carry people. 

Mr. McGrecor: Correct. 

The CuatrMan: Can we start with the consolidated balance sheet and then 
take page 14 and if there are any questions, take them as we go along? Is there 
anything more on pages 12 and 13 of the consolidated balance sheet? O.K. 

Mr. JAcKMAN: On page 8 it says:— 

Victoria, Lethbridge and Saint John, N.B. use was made of renovated 
air force buildings. The Department of Transport began construction 
of a large terminal building at Toronto. 

Sq far as the buildings are concerned, have you the cost of those buildings 
to the T.C.A.? 

Mr. McGrecor: Not in the report; Mr. Jackman; we rent them. What 
you mean is the cost of renovating them? We bear the cost of renovating 
them; but I have not got the figures here. 

Mr, JACKMAN: Were you given them? 

Mr. McGrecor: Definitely not! We do not own them; we rent them and 
bear the cost of renovating them. 

Mr. Hazen: Whereabouts in Saint John was the building renovated? 

Mr. McGrecor: At Penfield Bridge. 

Mr. Hazen: How many miles is it from Saint John, about forty miles away 
from Saint John? 

Mr. McGrecor: That is true, but not much worse than Malton with 
respect to Toronto. 

Mr. Hazen: At Saint John, N.B., use was made of a renovated air force 
building. 

Right Hon. Mr. Howr: We started to call it Penfield Bridge, then we found 
that nobody knew where it was. 

Mr. McGrecor: We are just as unhappy about it as anybody. 

Mr. Jackman: I now raise a diplomatic question. I see that you refer 
to Shannon as being in Ireland. Is it in North or South Ireland? 

Mr. McGrecor: That is also a question. We formerly referred to it as 
Eire and did so for a long time but we were informed that we were completely 
wrong. 3 
Mr. Jackman: You were informed by the High Commissioner? 

Mr. McGrecor: I do not remember who it was who so informed us. 
Mr. JacKMAN: Shannon is in the south. a 


Mr. McGrecor: Yes. 
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Mr. JackMaNn: And with Mr. De Valera’s picture in the background 
think we should be scrupulously exact. _ Ee ie 
Mr. NicHoison: I see on page 13: “Air travel plan deposits . . . $598,400.” 
Is that an amount which goes up year by year? — ae 
Mr. McGrecor: It went down in 1947 due to the fact that the discount cr 
feature of the air travel plan was discontinued and there were about two pera 
cent cancellations of plans at that time. But since that time it has gone up - 7 
slightly. | a 
Mr. Niciotson: Is there any prospect of discounts being given? ae 
Mr. McGrecor: No. None of the American lines do it; and they were. | 
most unhappy about the fact that we did, and it was’ definitely a bone of © 
contention, | a 
The CHairMan: Page 14; income accounts. Are there any questions as to 
that? The statistical data. a 
Mr. JackMAN: Is the mail contract a definite contract now, or is it flexible? a 
Do you know exactly what the results will be depending on the volume; or how 
is it at the present time? : ah: 
Right Hon. Mr. Hows: So much a ton per mile. It depends on the volume > 
entirely. mas 
Mr. McGrereor: 1-1 mills per pound. 
Mr. Nicnoison: Does the mail have to get priority? pe 
Mr. McGrecor: Up to a guaranteed volume on each flight... The- post 4 
office say: We wish to have so much reserved space for mail. If we exceed that, 
then the excess does not get priority, but the amount which they have spoken for 
does. . : 
Mr. JACKMAN: 1-1. mills: 
Mr. McGregor: Yes, per pound. a 
The Cuatrman: Is there anything on page 15, gentlemen; flight operation; — 4 
flight equipment maintenance; flight equipment depreciation; ground operations; 7 
are there any questions as to that? a 
Mr. Jackman: In regard to your pilots now and your ground Stati: sina 
generally speaking, you very nearly had a strike a year ago? | 
Mr. McGreeor: We nearly had a strike a year ago? -No, I don’t think so. : 
Mr. JAcKMAN: You would say that you had very satisfactory labour 
relations all the way through? a, 
Mr. McGrecor: I think go. $ a 
Mr. Jackman: What do you pay your class 1 pilots now? : 
Mr. McGrecor: It varies according to their activities; Atlantic pilots; a 
mountain pilots; ordinary continental pilots, are all paid at a different rate. A 
senior captain on the Atlantic run gets $1,000 a month. ae 
Mr. JAckMAN: And your lowest rate for pilot? . 
a ae McGrecor: $800 being for a captain; the lowest rate for a pilot is 
50. 
Mr. JAcKMAN: Is that what you call a second officer? 
Mr. McGrecor: What we call a first officer. 
Mr. Jackman: At what age do you have to retire these men now? } 
Mr. McGregor: There is no set retirement age. They have to undergo 
a severe medical test at very frequent intervals, and so long as they pass that 
test, I see no reason to set,an age at which pilots would be forced out purely on 4 
the basis of age, should they have a perfectly sound physical condition. ~ 4 
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ol Be Mr. JAcKMAN: Is it usual to retire pilots at the age of forty? 


Mr. McGrecor: I would not say so. There are many pilots in the United 


States who are well over fifty; and their experience with the heavier aircraft and 
over the longer routes is greatly to be valued; so we would see no reason to retire 
- a pilot simply because he has attained so many birthdays. 


Mr. JACKMAN: Is there a pension right? 

Mr. McGrecor: Yes. 

Mr. JackMAN: How many years does he have to be with you in order to get 
full pension? 

Mr. McGrecor: The basis is a rather complicated one. It is a sliding scale 
and is based on his election at the moment as to what he contributes, with the 
company contributing up to 5 per cent of his salary, matching his contribution. 
He can go on beyond that 5 per cent, but the company will only match him 5 per 
cent. And when he does become eligible and elects to take his pension, then an 
annuity is purchased for-the accumulated credit of his contributions and the 
company’s. 

Mr. JaAcKMAN: It is expected that they will get 50 per cent or more with a 
reasonable period of service? 

Mr. McGrecor: Yes. if 

Mr. Jackman: If you have to retire a pilot at let us say forty-five or fifty, 
what kind of employment can you offer to him? 

Mr. McGrecor: I do not think we have retired a pilot, so far, without being 


able to offer him supervisory work on the ground; but that condition will 
undoubtedly alter in years to come. 


Mr. JACKMAN: Do you think the system will be able to absorb the men? 
Mr. McGrecor: No. I say that conditions will certainly alter things because 
the number of pilots is going up while the number of supervisory positions is not. 
Mr. Jackman: Is the scale of wages in the air force commensurate with the 
pilot scale? Is it all high-paid help. 

Mr. McGrecor: No. 


Mr. NicHouson: You are using a number of stewards on the Canadian 
service? 


Mr. McGregor: Only in the service which I mentioned, that.on short stop 
intermediate points, where the stewards’ extra brawn is required, during the 
period on the ground. It is not intended to use stewards domestically at all on 
other twin engine flights; but they will be used on the North Star aircraft where 
there will be a steward and stewardess on each aircraft being operated domesti- 
cally. I think there are only nine stewards being used in the domestic system at 
the present time. 


Mr. JAcKMAN: Some of the American lines are not using fully trained nurses 
as stewardesses. 


Mr. McGrecor: We have considerd that, but we still think we are justified 
in using fully trained nurses. 


Mr. JacKMAN: Is there no way of giving these young people a shorter train- 
ing course than the longer hospital course, specializing in various phases of 
medicine; or could you not utilize a less thoroughly qualified person for that 
position? : | 

Mr. McGrecor: Their qualifications have proved, time and time again, where 
sickness—I know of one case of pregnancy, where it would have been exceedingly 
difficult if we had not had a trained nurse on. the job. So I think that any sort of 
foreshortening of training would be a very unsatisfactory thing at any time. 
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Mr. NicHotson: When you begin to use your North Stars in Canada, what 
stops will there be between Montreal and Vancouver? 

Mr. McGrecor: Toronto and Winnipeg, and Calgary. 

Mr. NicHouson: Ottawa is to be passed over? 

Mr. McGrecor: Yes. 

Mr. JAckKMAN: How much do you have to pay to the stewardesses? : 

Mr. McGrecor: That again varies, depending on the length of their service. 
I would say $155 a month would be a reasonable average. | 

Mr. EnexisH: No. It is $145. They start at $125 and we pay up to $165. 

The Cuairman: Are there any other questions on personnel? 

Mr. Locxuart: On page 16 I notice an item of $82,223.63 for interrupted 
flight expense. Is that where you have to take care of the passengers who are 
held over, or something of that nature? 

Mr. McGregor: Yes. 

Mr. Locxnart: It is quite an item, and I wondered just what it was. 

Mr. McGrecor: Yes. 

The CuairMAN: Are there any other ground questions, ground and indirect 
maintenance; ground facilities depreciation; on page 16; are there any more 
questions ‘on that? | 

Mr. Nicuouson: The report mentions the change in service to Toronto. 
You moved your main office out of the Royal York hotel. 

Mr. McGrecor: Yes. 

Mr. NicHoLtson: Have you found that passengers complain about the service 
over the week-ends, that it is not as good there now as it was some time ago; 
have you received any complaints as to that? 

Mr. McGrecor: We quite often get complaints about lack of information 
as to when a flight is going to fly. There is a fairly fixed opinion that we like to 
be coy about giving out that information, but that is not really the case. Quite 
often we are unable to pass out definite information because we have not got it, 
depending on conditions of the weather at distant points; and we may be 
informed that an airport is unusable at a certain point and that the weather is 
not expected to clear until a certain time. Those prove to be the most prevalent 
sources of complaint. 

Mr. NicHoutson: Are you giving a better service or a poorer service in 
Toronto now as compared to when you had your office in the.Royal York? 

Mr. McGrecor: The situation has very nearly reversed itself in the last 
twelve months. We have had three complaints for every commendation; but 
it is Just about reversed now. Money has been spent on that business with 
respect to reservation staff and equipment. In fact, one of the chief complaints 
was about the shortage of telephone equipment; but that has now been cured. 

The CHarrMAN: Are there any more questions on page 17? Perhaps we 
could adjourn and then we will just have the auditors’ report for this afternoon. 

Mr. JAckKMAN: You do not have a budget for the T.C.A., do you? 

Right Hon. Mr. Howe: No, I do not think we have a budget. 

The CHAIRMAN: No, there is no budget. 


Right Hon. Mr. Hows: All the money they have to work on is their capital; 
they cannot spend very much because they have not much capital left. 

Mr. NicHOLson: We should say thank you to Mr. Thompson again for 
the splendid job he has done with this report and the pictures. 


The CHamrMaAn: That is right. That is fine, gentlemen. Then at 4 o’clock 
we will take up the auditors’ report. 
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Mr. McCuttocuH: Is there any auditors’ report? 

The CHatrMAN: Yes, that is what is left; the auditors’ report and then 
the discussion. That will be at 4 o’clock. 

Gentlemen, I want to thank you for your courtesy. I am going to leave 
this afternoon, so I may not be here to thank you at that time. 

Now, we ought to adopt this report. 


It is moved by Mr. Lafontaine and seconded by Mr. McCulloch that the 
report be adopted. 


Carried. 


The committee adjourned at 1 p.m. 


AFTERNOON SESSION 


The committee resumed at 4.00 pm. The Vice-Chairman, Mr. H. B. 
McCulloch, in the chair. 

The Vicb-CHAIRMAN: Gentlemen, I believe we have a quorum. We have 
reached the T.C.A. auditors’ report and it will be up to the committee whether 
Mr. Matthews reads this report or whether you will merely question on it. 
What do you wish? 

Mr. Nicuouson: If Mr. Matthews could draw our attention to some of the 
highlights, I think that would be satisfactory. 


TRANS-CANADA AIR LINES 
10th March, 1948. 


Tue Ricut HoNoUuRABLE THE MINISTER OF RECGNSTRUCTION AND SUPPLY 
Orrawa, CANADA. 


Sir:—Acting under your authority as provided in The Trans-Canada Air 
Lines Act, 1937 as amended 1945, we have audited the accounts of the TRANS- 
CANADA AIR LINES for the year ended the 31st December, 1947, and we now 
submit, through you, our report to Parliament. 

The Air Lines has not been included as a constituent unit of the National 
System although 100% stock ownership of the Air Lines is vested in the 
Canadian National Railway Company. - 

Supplementing our Audit Certificate appended to the accounts published by 
the Air Lines, we make the following comments on the Income Accounts and 
Consolidated Balance Sheet: 


Income Accounts 

The Income Accounts reflect the operations of the Air Lines for the year 
1947 and the Atlantic Service for the eight months only from the Ist May, 1947. 
In respect of the latter service is should be noted that the corporate status of 
“Trans-Canada Air Lines (Atlantic) Limited” had not been advanced beyond 
the provisional stage at the year-end. 

The Income results are summarized hereunder :— 

The general expenses of operation largely consisting of wages and materials, 
which continued to increase during 1947, include the following items: 

(a) Operating portion of Personnel Training Costs; 

(b) Administrative Charges by Canadian National Railways; 
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(c) Rentals of Landing~ Fields, Hangars and other ‘Buildings, 
Offices, ete.; 


(d) Insurance Premiums on Gale carried both by the Insurance Fund and 


Outside Underwriters; 


(e) Pensions covering the ‘Company portion of ees under the Air Lines 


sanlovaes Femainme under the CNR. 1935 Plan, oe 


(f) Tax provisions covering principally Unemployment Insurance and 4 
Municipal Taxes in Canada and Federal and Municipal Taxes in the 4 


United States. 


Costs related to the development of new international services not yet ina 
operation and Research and Development of new aircraft not yet in revenue — 
service are not apportioned against the Operating results of either the Air Lines — 
or Atlantic Services. These costs have been taken up through the Balance © 
Sheet account “Research and Development Expense” to which we make reference — 


later in this Report. 


Administrative charges made by Canadian National Railways do not 
include any amount for the services of the President and Directors of the Air — 


Lines who continued to act in such capacities without remuneration during the 


year 1947. As of the Ist February, 1948, however, a salaried President was — 


appointed to office. 
Rentals of Landing Fields, based broadly on the number of operating 


schedules, are paid to the owners and operators of the various airports used by _ 


T.C.A. in Canada and abroad. Rentals of Hangars and other Buildings, Airport 


Offices, etc., are paid to the same agencies in those cases where the Air Lines 


has not constructed such facilities. 


Interest. charges against the Air Lines in respect of Capital Invested repre- 


sent a composite rate of 1:53% at the year-end on the capital furnished by the 
National System and reflected on the Balance Sheet of the Air Lines as Paid-In 
Common Stock in the amount of $22,600,000. In 1946 the procedure was by 


way of a 3% Dividend appropriation of Surplus in pursuance of the 1945 amend-. 
ment to the Air Lines Act of 1937 but because of the present Deficit position of the — 


Air Lines this procedure could not be followed in 1947. Prior to 1946 a 5% 
Interest allowance was made in accordance with the 1937 Act. The Interest 


allowance in 1947, therefore, assumes the continuance of Parhamentary approval _ 


to the principle of a compensatory return to the National System for capital 
furnished by it in any form to the Air Lines. 

In addition to the foregoing, Interest charges have been made against the 
Air Lines by the National System at the rate of 3% -in respect of an Advance 
on account of the 1947 Deficit. 

Interest charges against’ the Atlantic Service relate only to Air Lines assets 
used exclusively by the Atlantic Service. No interest charges, however, were 
assessed against the service in respect of the DC4-M1 planes. 

Depreciation charges on Capital Assets owned and in regular service are 
made on the following bases: 

(a) Lockheed Flying Equipment on estimated ‘service year” life for air- 

frames and “flying hour” life for engines, propellers and hubs, and 

(b) DC3 Flying Equipment and all Ground Facilities on estimated “service 

year” life. 

In connection with 27 of the 30 DC3 aircraft owned, we would mention that 
the estimated “service year” life was extended in 1947 from a 3 to a 4 year basis. 
In the establishment of depreciation rates for air operations the factor of 
obsolescence is taken into account and such rates are amended from time to time 
to conform, as far as practicable, to actual experience. 
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In connection with the D'@4’s Depreciation bases are as follows: 
(a) DC4-M1—On tentative monthly estimates pending determination of» 
. ultimate ownership and capital valuation of the planes; 
(6) DC4-M2—No provision made for the 6 unfinished planes delivered up 
; to the year-end pending their placement in regular service, 
and 
(c) DC4—Capitalized Spare Parts 
—On tentatively estimated “service-year”’ life. 
We have received the customary certificates from the responsible officers 
of the Air Lines relating to current maintenance and physical retirements of 
Capital Assets. 


Consolidated Balance Sheet 


Accounts Receivable and Payable of all classifications have been tested 
by us on the same basis as that set out for the National System. 

A physical inventory covering the major portion of Material and Supplies 
was taken under the direction of the Management late in 1947. .The general 
procedure followed in the taking of this inventory was similar to that outlined 
in respect of the National System. It should be noted, however, that Material 
and Supplies refer to General Stores stock as distinguished from Capitalized 
Spare Parts. 

Current Assets show a ratio of approximately 1 to 1 of Current Liabilities. 
This compares with a Working Capital ratio of 0-8 to 1 in 1946. 

The gross amount of the Deferred Charge for Research and Development 
Expense includes development expenses in connection with aircraft not yet in 
- revenue service and new international services not yet in operation, as well 
as Personnel Training Costs on DC-4 aircraft incurred in anticipation of these 
new services. The Balance Sheet figure represents only the residual amount 
as at the 3lst December, 1947, after giving effect to the settlement with the 
Dominion Government on the: winding up of the Canadian Government Trans- 
Atlantic Air Service as at the 30th April, 1947. This winding up included the 
taking over by the Air Lines of the Working Capital accounts of the Govern- 
ment service as authorized by the Governor in Council. The consummation of 
the aforementioned settlement, however, is subject to the final settlement 
of certain Estimated Accrued Liabilities and the disposal by the Air Lines of 
the residual Equipment not evaluated or taken into the accounts of the Air 
Lines as at the year-end. As a net result, further credits to this account are 
presently anticipated. 

The Insurance Fund is composed of investments in Dominion of Canada 
and National System (Dominion Guaranteed) securities together with Cash 
and sundry current assets. The year-end market value of the securities exceeded 
the book figure based on cost. The same current market situation as of the 
_ 5th March, 1948, however, applies to these securities as is outlined in our 

comments on National System valuations. 

The Insurance Fund increased $610,000 during the year. The 1947 Profit 
on the overall operations was retained in the Fund and corresponding Reserve. 

‘We would make mention of the fact that the Insurance risk covering Passenger 
Liability and Damage to the Property of Others in respect of twin-engine 
Equipment is presently carried 100% in the Fund. 

Investments in Property and Equipment are carried on the general basis 
of cost. The capitalization of the North Star M2- Equipment covers 6 delivered 
planes and progress payments to the manufacturer in respect of an. additional 
14 planes as at the year-end. 

Accrued re ae covers the period from the inception of operations 
in 1937 to 1947. _ 
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The Insurance Reserve includes a tentative amount set aside for major 


unadjusted loss claims at the date of the Balance Sheet. 
The Inventory Reserve relates generally to any potential loss on surplus 


stores of Material and Supplies. The Capitalized Spare Parts are reserved aul 


for through the Accrued Depreciation account. 


The Reserve for Overhaul—North Star M1 is the contra to the tentative 
monthly Depreciation charges, through Operating Expenses, pending deter- 
mination of ultimate ownership and capital valuation of these planes. 

Paid-in Capital Stock was increased $16,000,000 in order to finance the 
Capital Expenditure programme in 1947. 

The net Deficit applicable to the Air Lines as at the 1947 year-end covers 
the Surplus years from 1940 to 1945 less the Deficit years 1946 and 1947. Prior 
to 1940 the annual Deficits were voted by Parliament in accordance with the 
Air Lines Act of 1937 which, however, made provision for any possible Deficits 
up to 3lst March, 1942. No provision has been made on the Balance Sheet 
by way of an Account Receivable from the Dominion Government anticipating 
a Parliamentary Vote to cover the aforementioned net Deficit of the Air Lines 
as at the 31st December, 1947. 

The Major Contingent Liabilities of the Air Lines relate to undertakings 
for Capital Expenditures and those for materials required in the eo) course 
of business. 

In respect of the Pension Plans of the Air Lines we make the following 
explanatory comments: 

(a) Under the Air Lines 1948 Plan, which is maintained on an accrual 
basis, the joint cash contributions by the Company and employees 
presently in service are invested through the separately: administered 
Pension Trust Fund, the accounts of which are not included with 
those of the Air Lines. 

The assets of the separate Pension Trust Fund amounting to 
$2,306,000 are in the form of Dominion of Canada and National System 
(Dominion Guaranteed) securities together with Cash and sundry 
current assets. 

The year-end market value of the securities exceeded the book 

figure based on cost. The same current market situation as of the 
5th March, 1948, applies also to these securities as is outlined in our 
comments on National System valuations. 
The contributions by transferred employees presently in service, who 
have elected to remain under the C.N.R. 1935 Plan, are invested through 
the separately administered Pension Trust Funds under that Plan, the 
accruals for which the Company is liable in respect of transferred 
employees being paid to the Canadian National Railways. 
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Where foreign currencies are involved, the Balance Sheet accounts of the Air 
Lines are converted generally as follows: 
(a) United States Currency 
—at the dollar par of exchange, and 
(6) Sterling Currency 
—at the rate of $4.04 to the £ Sterling. 


eee 


The test audit of the Air Lines for the year 1947 was similar in scope to 
that of the National System previously outlined in this Report. 
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Amounts to the Nearest Thousand Dollars 

For purposes of simplified reference by Parliament, the amounts shown 
throughout this Report in respect of the National System, West Indies Steam- 
ships and Air Lines are generally to the nearest Thousand Dollars. 


Yours faithfully, 
GEORGE A. TOUCHE & CO. 


Answers to question by Mr. Jackman. 
(a) Adjustment of mail pay as agreed with the Post Office Dept. 
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3 for the period April 1 to December 31, 1947 ..........-- $487,500 
E (b) Adjustment from January 1, 1947 of depreciation charges 
on DC-3 aircraft from a 3-year life to a 4-year life ...... $435,117 


Mr. Marruews: There were one or two matters raised this morning— 

Mr. Jackman: You drew attention to the fact the T.C.A. changed the 
basis from three years to four years, I had not noticed that. 

Mr. Marruews: On that particular point, Mr. Jackman, as we say in our 
report, the matter of obsolescence is taken into account by T.C.A., as with 
other airlines, as from time to time they may determine ‘any service value 
in the life of any type of plane. 

In the case of the DC-3’s, the original basis was three years. The reason 
for that was explained to the committee this morning. Towards the end of 

1947, it was seen the DC-3’s would not be retired as had originally been planned. 

Therefore, the proper procedure was to determine the estimated remaining life 

in the DC-3’s and it was based upon four years. 

Supporting that view is the American authority referred to this morning 
that extended the serviceable certification period of the DC-3 from 1951 to 
1954. We feel that, having mentioned it to parliament, nothing further need 
be said about it, other than this; there seems to be a little confliction of thought 
on the matter of increased replacement cost. 

Let me be clear on that. Depreciation must, of necessity, be based upon 
cost, but you will find there is a commonly accepted basis of reporting by 

~ management today, dividing this question up under two headings. In the 
majority of cases managements are reporting to their stockholders the fact that 
they should bear in mind that the depreciation charges are based on original cost 
which may be said to be perhaps half, on an average, of what the replacement 
cost will be. Some other companies have aproached the situation a little more 
boldly and, in addition to their depreciation charges, they have made specific 

appropriations out of their income account, not for depreciation, but as a 

replacement reserve on the eround that they have been able to increase their 

sales price for their materials or their services, reflecting the general, over-all, 
inflationary trend of the dollar. 

There is no need to confuse the issue of higher replacement costs with 

‘ depreciation. It is only that one should bear in mind the fact that depreciation 
7 charges are based upon cost and that will not necessarily represent the future 
4 cost of the use of that particular facility. 

Mr. Jackman: May I ask one question? Perhaps this question is more 
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f properly addressed to the management. The second paragraph of your report 
Says, 

The air lines has not been included as a constituent unit of the 

National System although 100 per cent stock ownership of the air lines 

4 | is vested in the Canadian National Railway Company. 

q In as much as there are quite a variety of companies affiliated with the railway, 

; such as grain elevators and other ancillary companies, which are consolidated 
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are they not, in the Canadian National Railways account, why should this form = : 
of transportation in the air, which is to be permanently handled by the railway g.: 


company, not be consolidated in the account? 


Mr. Marrnpws: In the matter of grain elevators, there are some grain -. 
elevators owned by the railway but then, in 707 other investments, there are a 


also some investments in grain elevator companies which are not consolidated, 


Coming down to the T.C.A. which is 100 per cent owned, on the basis of the © 3 
policy of the Canadian National Railways, in the ordinary course of events, 1b - 3 
would be a part of the system, but one might argue the same thing in connection 


with the Canadian Government Merchant Marine. In that case, it is all held, 
for all it is worth, by the Canadian National Railways. . 

Right Hon. Mr. Hown: Is not the complete answer that T.C.A. is governed by 
a special Act of parliament and you cannot consolidate it? 

Mr. Marruews: Right. : 

Right Hon. Mr. Howe: For instance, the government appoints three directors 
to the board and the government would have to change the Act. 

Mr. JAckMan: I was wondering whether there was any particular reason 
why we should not do it. Why do you wish to have it separate? | 

Mr. Marrnews: I think it is due to what the minister says, the T.C.A. 
operates under a specific Act of parliament. 


Mr. Jackman: I just wanted to find out what the reasons of the railways | 


were for not having it incorporated. We can do anything in parliament if we 
have the backing of the government. I want to know why. You have a lot of 


companies which are not particularly in the railway business but which are ~ 


merged in the accounts. 


Mr. Marrusews: You will find, in some commercial enterprises that for 
particular reasons, all controlled companies are not always consolidated; but 
in those cases where they are not, it is very clearly set out in the accounts that 


such controlled companies are not consolidated. This was done in the case of — 


Trans-Canada Air Lines. 


Mr. JACKMAN: I realize what the facts are, but I am trying to find out what 
the reasons are. Why do you want to have it outside rather than inside? 
Does the Canadian Pacific consolidate its air line account? 


Mr. MarttHews: Oh, no. 
Right Hon. Mr. Hown: It is a competing form of transport. 
Mr. JAckMAN: Do the Canadian National Railways own any bus lines? 


_ Right Hon. Mr. Hows: Not competing with the railway; they use bus lines 
to supplement the railway. 


Mr. Marruews: I do not think there is any rule, Mr. Jackman. : 


Mr. Jackman: No, I just wanted to know if you had any particular rule 
for keeping it in or keeping it out? 
Mr. Marruews: I think the fact T.C.A. is covered by a separate act is a 
very good reason for it. 


Mr. Jackman: Yes, but acts of parliament—we change them here, you 
know. | 


Mr. Marruemws: Quite right. When I say the Canadian Pacific Air Lines 
are not taken into the accounts of the railway, I mean as a component part 
of the railway. The results are brought in, but it is not considered a component 
part. It is different from T.C.A. in that respect. — 3 


The Cuarrman: Are there any other questions on page 18? 


Z } 
a ‘ 
5 z . 
: 2 ®, y se wae 
% z “tA = 3 mee 2 ae ‘ oer Te a 
f \it Bethe Oo® , ; robes abe ES tices ee Vin eR oie em an “ PES Pace corp ene 
: ; “ 54 =a a fT, a ls od A ¥ Sion [Ess eet MY = ee aris See eS v Pie 2S 
: ae: FF Ue beng oe De oe te tie a cae eter Ts, wee So ge pe So a Malan ole 
: f 2 Pe eres =f Nie Beh i cguilliny, 45h eh 3h a teti a e Sak iene We fad ne Pa Sree ee #3 ' > 
2 , E Pat! py pt ew Vee ny ee x f 7 “ 2 we Fe se ae é s 
ESA OTS RT EE eee Bac eae FT Se ES ee Sh eA aE eee 


43 


Vv a Pa ee ; . 
hl oe i te Ge sae dhe Nee 


£W3 


24 
ee 


Bee tae RAILWAYS AND SHIPPING 261 
| Be = Mr. Hazen: Mr. Chairman, when we went over the Canadian National 
_ Railways System, Mr. Matthews started by reading his report. Then, I believe 
he went over it section by section and explained it to us. Now, we seem to be 
_ adopting a different. procedure. 

The Cuamrman: It was agreed by the committee Mr. Matthews would not 
_ read the report. 

: Mr. Marruews: I shall be glad to answer any questions, gentlemen, which 
- you have. 

4 Mr. JAcKMAN: I suppose there is nothing to which to draw attention in 
- regard to the capitalized spare parts? You are quite satisfied with the treat- 
ment of that account? 

Mr. MatrHews: Yes. 


Mr. Hazen: In your report on the Canadian National Railways you stated 
that the annual report shall call attention to any matters which, in the opinion 

© of the auditors, require consideration or remedial action; that is provided by 
_ the Canadian National-Canadian Pacific Act, 1936, section 13. Now, are there 
_ any particular matters in your report of the Trans-Canada Air Lines to which 
you wish to call the attention of the committee or are there any recommendations 
- which you think should be made and which the government should consider? 


’ Mr. Marruews: I think this question of the change in the depreciation of 

the DC3 was one of the things we felt should be understood. 
Now, in connection with the interest charged against the air lines; in 1947, 
that averaged 1-53. It has already been pointed out to the committee that the 
interest rate as from the Ist of May will be, I think it is 3 per cent, Mr. Howe? 


Right Hon. Mr. Hown: Three per cent, I think, yes. 


Mr. Marrurws: But this 1-53 was the situation during 1947. However, 
looking forward to 1948 it should be borne in mind there will be a higher 
interest charged. 


Mr. Hazen: Is that referred to in your report? 
Mr. Marruews: Yes, on page 19, the fourth paragraph. 


ie Mr. Jackman: Mr. Matthews, while some justification can be put forward 
for this change in depreciation and the change in interest rate, they would be 
a bit unusual, would they not, in a private company? In a poor year, would a 
private company change accounts as has been done here? 


Right Hon. Mr. Howe: It is a construction period, you see. The plane we 
were building was non-productive. The railway agreed to lend money to the 
Trans-Canada Air Lines at the rate they were receiving it from the government 
for similar purposes; that is a temporary affair. It is not customary to fund 
a thing until it is productive. 

3 Mr. Marruews: It is short-term money, Mr. Jackman, and that has to be 
borne in mind. As you well know, short-term rates have averaged anywhere 
from 3 of 1 per cent up to 1 per cent. 


Mr. Jackman: You need good credit to get that. 


Mr. Marruews: That is true but, factually, 1 per cent on short-term 
money in 1947 was not out of line, provided it was short-term. 


Mr. JackMAN: But the whole capital investment, most of it, was long- 
term money and it only averaged a composite rate of 1-53 per cent. 
‘Mr. Marrupws: For the year, Mr. Jackman, that is quite true. It was for 
that reason we mentioned it to you, so you would understand that in 1948 
the interest charges definitely will be higher. 
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Mr. JAcKMAN: The only point I am making is, it does not make very much _ 
difference to the people of Canada or to the treasury, in the long run, whether _ 
we charge the company that higher rate or a lesser rate; but in an endeavour ~ 
to approximate how the company has fared during any particular period, you _ 
are faced with these changes being made which you do not find in commercial 
companies because it does make a difference to them. They have not got the 
government behind them. I think it is much better, the freer we can be. It _ 
does not make any difference whether it comes out of this pocket or that 
pocket, but the whole thing should be treated as if the government were at 
arm’s length. 4 

Right Hon. Mr. Howe: It does not come out of anybody’s pocket. The — 
government has loaned money to the railway at exactly what the government 4 
pays the banks for that kind of money, plus gth, I think. Then, the Canadian 
National Railways loaned money to the air lines for this particular purpose of 
financing a construction contract at the same rate the railways received it from , 
the government. Nobody is out of pocket at all. “ 

Mr. JACKMAN: 1-53 per cent on the total investment, which includes long- 
term capital invested, is a low rate. It is well known that the Minister of 
Reconstruction is a good bargainer for the government and I am quite amazed 
he consented to the 3 per cent rate for 1948. 4 

Mr. Matruews: The fact is, so far as the balance carried forward from 
1946 is concerned, that was maintained at the rate then established, 3 per cent. 
The 1-53 per cent results from the borrowing of certain short-term money during- _ 
1947 at 1 per cent. 3 

Again I say that 1 per cent for short-term money during ,1947 was not 
unusual if you had the credit. Now, I grant you the T.C.A. has the government 
behind it. 

Right Hon. Mr. Howe: Obviously, the Trans-Canada Air Lines has a capital 
of $25,000,000 against which to draw when it is needed. They could finance 
short-term money. Every builder finances short-term money in this manner. 
You are talking about things that do not happen when you say you always 
take long-term money and treat it the same as short-term money. Did you ever 
see a bond issue which did not have short-term bonds to start with at a low 
rate of interest? 

Mr. Jackman: I think most of the bonds I have seen have had the pre- 
construction costs capitalized on that basis, so there is nothing there except 
interest accruing during the period. If I understand this correctly, only 1-53 
was charged on the whole capital investment? 

Mr. Marrurmws: For the year 1947. 

Mr. JAckMAN: Then, for the year 1948, the minister is quite agreeable to 
having the company pay 3 per cent to the government on the very same 
money? 

Right Hon. Mr. Hower: For the year 1947, the fixed capital will pay 3 per 
cent interest. On the construction, the company paid the. rate that the govern- 
ment pays the bank for that kind of money. | 

Mr. JAckMAN: There, you have an average rate of 1-53 per cent. 

Right Hon. Mr. Hower: I know you have, but the government borrowed 
money at -9d3 per cent. 

Mr. Jackman: The difference is, in attempting to compare it with an 
ordinary company, you have the government dealing not at arm’s length with 
it. How much was the permanent capital of the company in 1947? 

Mr. Marruews: Pretty close to $6,000,000. 
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Mr. JAcKMAN: So that the rest of the capital was paid up and that is how 


you got a composite rate of 1-53? 


Mr. Marruews: That is right. 


Mr. Jackman: It does not make any difference to the treasury in Ottawa, 
but it makes it difficult for us to analyse the statement. 


Mr. MarrHews: Of course, having sat in conferences with the deputy 
minister of finance, I find it difficult to remember when he has made any parti- 
cular concessions on interest when he looked at the cost of the money he had 
to find. He is rather adamant on that, as one may see, from the rates of 
interest which have been charged on government loans from time to time, for 
instance, to the Canadian National (West Indies) Steamships. 


Right Hon. Mr. Hown: All the produce money in the concern pays the 
3 per cent. These things, the building and the factory, are not produce equip- 
ment. What we would ordinarly do is: we would go out and buy them off the shelf 
and pay the full amount and have them in service the day you got delivery. 


Mr. Jackman: But the minister cannot have it both ways, have them when 


they are finished and at the same time have no cost to his money. 


Right Hon. Mr. Howe: The way the banks give it is fair enough. 


Mr. Jackman: But I would like to see the thing treated not so close to the 
treasury. 


Right Hon. Mr. Howe: What objection do you have to the T.C.A. getting 
a good deal? Is there any objection to that? / 


Mr. JAcKMAN: It is not on the same basis as other companies. If you had 
a loss last year, it should be a typical commercial loss or a commercial profit. 


Mr. Matruews: You can find plenty of instances of that in the New York 
money market in 1947 where companies have gone out and, for a short period of 
time, have borrowed short-term money at short-term rates. And then you will 
see them coming up, a bit later, and floating long-term issues which show their 
interest rates running from 3 per cent plus 23 per cent and 3 per cent. You will 
find any number of instances of that kind in the New York money market in 
1947 where companies have borrowed money on the short-term market at any- 


_ where from 17 per cent to 14 per cent. 
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Now, in respect to the interest on the $1,000,000 advanced by the 
Canadian National to the air lines, that was charged at 3 per cent because that 
money was not furnished by the government but came out of the fund of the 
Canadian National against which they would have an interest rate equivalent 
to 3 per cent. 


Mr. JackMAN: How much is that advance? 
Mr. MatrHews: $1,000,000. 


Mr. JAcKMAN: Doesn’t the minister want to see the air lines get the best it 
can? So why not give it money out of the treasury? 


Right Hon. Mr. Hows: That is active money, not money which you pay 
during the construction period. Is it not always the custom of the prudent 
builder to go and get some short-term cheap money during the building period? 


Mr. Marruews: In respect to the Atlantic service, the situation is somewhat 
different there. Interest charges there are made against the Atlantic service only 
for assets used exclusively by the Atlantic service, that is, assets of the air lines. 
And as we point out, no interest charges were assessed against the service in 
respect to the DC-4-M1 planes that were operated on a temporary basis pending 
final determination of their ownership and valuation. 

11235—4 
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And in respect to the depreciation on the DC-4-M1 planes, as we point out, ; 


tney were based on monthly estimates and the amounts were $8,000 a month 


for the latter part of 1947, again pending the determination of the ultimate 


ownership and capital valuation of the planes. As I recall it, Mr. Howe, there — 4 


is still some question as to where the ultimate ownership of these planes will rest. 


Right Hon. Mr. Howe: No, there is no question about the planes. They are 


owned by the Royal Canadian Air Force; they were surplus to their requirements, 


and we borrowed them for a period and fitted them out for transport work as 
interim planes; and we are under an agreement with the Royal ‘Canadian Air 


Force to return them and put them in the condition that they would have been: 


in delivered new. And a fund has been built up on the basis of $8,000 a month 
of use to recondition the planes and turn them back to the air force specifications. 
There is no doubt about the ownership; they are owned by the Royal Canadian 
Air Force and there is no doubt about their destination. The planes will go to 
the Royal Canadian Air Force. 


Mr. JAcKMAN: Which paragraph is this? 

Right Hon. Mr. Howe: The bottom of page 19, depreciation basis. 

Mr. MarrHews: Yes. The amount set up for the overhaul is $296,500. 

Right Hon. Mr. Howe: Which we think is a very liberal estimate of the cost. 


Mr. Locknart: On page 19, with respect to the reference to fields, without — 


going into specific instances, how are the rental arrangements arrived at; and 


have there been any complaints or cases where they felt that the arrangements. 


were not satisfactory? Perhaps Mr. Howe could answer that. 


Right Hon. Mr. Howe: There is always argument between the Department. 


of Transport and the T.C.A. regarding landing fees, hangars, and rental for 


buildings. ‘The department is the boss and it charges what the service is worth 


and the air lines have to pay it. : 
Mr. Locxuart: Were there any upward assessments made recently? 
Right Hon. Mr. Howe: Yes. 3 


pending. 


Right Hon. Mr. Howe: No. Our basis has been fixed. The landing charges 
were increased because it was felt that they were not getting a proper return 


from the air lines for the use of the fields; but it- has been fixed now as to rentals. . 


Mr. Locxuart: In order to eliminate dissension in the future? 
Right Hon. Mr. Howe: I think so; it is pretty well settled. 


Mr. NicHoLson: On page 20, in reference to the insurance fund increase, it 
is $10,000 during the year; and I wonder if Mr. Matthews would comment on 


the type of risk carried by the fund and also the type of risk carried by the — 


outside underwiters? 


Mr. Marruews: I have not got the division between the two handy. Oh, 
yes, I have. With the outside underwriters, building and contents, including 


aircraft, against the risks of fire, lightning, explosion, cyclone, tornado and wind 
storm. 


Aircraft, while on the ground with engines not running, on premises owned, 
leased or used by the assured, against the risks of fire, lightning and explosion 
only. : é 

Aircraft, four-engined only, against all risks of physical loss or damage to 
aircraft, (excluding any amount recoverable under any other policy or policies 
of insurance) and liabilities with respect to passenger and. third parties for 


personal injury and property damage resulting from their operation to a limit. 


of $5,000,000 in excess of $750,000 each and every accident. 


Mr. Locxuart: That is going on continually, because there are those. 
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There is also included motor vehicles, owned by employees and leased or 
hired; fidelity bonds, burglary, and the rest is carried. 

Mr. JAckKMAN: The excess over $750,000 is carried outside? 

Mr. Marruews: Yes. 

Mr. JAcKMAN: And you carry the risk of damage to your own property? 

Mr. Marruews: Everything other than that is carried. 
_ Mr. Nicnouson: The rates which the passengers pay for insurance have 
‘come down in recent years. Is payment made to Lloyds for that type of 
insurance? 

Mr. Matruews: I cannot just answer you that question. 

Mr. McGrecor: That is a policy between the traveller and the insurance 
company; the air line simply acts as an agent in order to facilitate the sale of 
that particular policy, and it has nothing to do with the insurance fund. 


Mr. NicHoison: The insurance company is able to write that sort of insur- 
ance for $1 without any bonus from the air line company? 


Mr. McGrecor: Yes. 
Mr. JAcCKMAN: You pay the bonus. 
Right Hon. Mr. Hown: The plane and the passengers in the plane are 


insured by the air line company quite independently to them and anything you 
buy that way is in addition to what you would recover from the air line. 
ie ioe NicHoitson: What sort of compensation would the air line company 
make? 
Mr. McGrecor: That is a matter of negotiation in the case of domestic 
service; and with respect to international service, it comes under what. is known 
as the Warsaw Convention, and it amounts to about $9,000 per passenger. 


Mr. Nicuouson: What is the limit to the domestic? 
Mr. McGrecor: There is no limit. 


Mr. Hazen: Does the passenger have to establish negligence on the part of 
the T.C.A. in order to obtain any indemnity? 


Mr. JACKMAN: Have you any way of measuring the adequacy of this fund 
or determining how you would like to see it eventually? Is there some relation- 
ship between it and the number of passengers you carry? 


~ Mr. McGrecor: I think it would be a matter of experience. If the earnings 
of the fund proved to be adequate as against the number of claims over a number 
of years, then I would think the fund had reached a point at which it could be 
kept level. 


Mr. Nicuouson: Have you the figures available for the previous year? 

Mr. Marruews: Yes, I think -I have. In the previous year it was approx- 
imately $400,000. 

Mr. Nicuoutson: And what about the year before that? 

Mr. Marruews: I have not got it for the year before that. 

Right Hon. Mr. Howse: What is the total fund now? 

Mr. Marruews: $2,124,730, and that would include reserve for unadjusted 
losses, estimated. 

Mr. Nicuorson: I take it that it is the opinion of the auditors that this 
fund is adequate as it 1s? } : 

Mr. Marruews: Yes, when we look back over the fact that this fund has 
been developed from scratch and the fact that in no year has it failed to grow 
substantially, and that it is now at a level of over $2,000,000, I think that pretty 
well speaks for itself. 
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Mr. Jackman: Do any of the privately owned lines in the United States — 
carry their own insurance? a 

Mr. MarrHews: Some of them do, I think. 4 

Right Hon. Mr. Hown: I am not sure; some of them may. You see, it is | 
much lke your automobile insurance where everything over $25 loss is covered. 
We are insured for everything over $750,000 loss; and some day we may be | 
strong enough to insure the whole thing, but we do not think it wise at the _ 
moment. 

Mr. NicnHoison: How long have you had this $750,000? 

Right Hon. Mr. Howe: When we built our fund, we thought that was a safe 
figure. The cost of the other insurance we buy is much lower if you take the 
first loss of $750,000. But if the fund gets stronger, we might raise that to a 
million and thereby get approximately lower rates. In the meantime, we have 
a fund ‘big enough to stand any action out of the fund and we think it is better 
business to insure with outside companies.’ | 

Mr. Nicuotson: If the North Star is in service, you might have a pretty 
large loss. 

Right Hon. Mr. Howe: Yes. 

Mr. JacKMAN: The North Star carries how many passengers? — 

Right Hon. Mr. Howe: Forty. 

Mr. Jackman: And the $750,000 is against one accident, not against. losses 
for the year? 

Right Hon. Mr. Howe: Yes, one accident. 

Mr. Lockuart: Are we dealing with any matter or just on a certain page? 

The Acting CHAIRMAN: Any matter. 

Mr. LockHart: Perhaps Mr. Howe would answer this question which is in 
connection with pensions of certain employees who were transferred from their 
former service into the T.C.A. Those employees are reluctant to remain under 
the old 19385 plan. I believe I am correct in saying that. Has there been any 
means of adjustment of pension matters with respect to such men? 

Right Hon. Mr. Howe: I do not understand what plan there would be 
because the T.C.A. did not start until 1938. 

Mr. Locxuart: I know, but. there were men transferred to T.C.A. and their 
pensions would have remained under the old plan. 

Right Hon. Mr. Howe: Oh, yes. | 

Mr. Lockuart: I see that a reference is made to it in the last paragraph. 
Has there been any difficulty with respect to their pension? | 

Right Hon. Mr. Howe: I have never heard of any. Perhaps Mr. English 
would know more about that. 

Mr. Eneuisu: No; no cases as yet of anybody being pensioned. 

Mr. Locxuart: I have heard at least one criticism. 

Mr. Eneuisu: I think there are one or two cases, one or two men who 
would have liked to change their election but that is too late. 

Mr. Locxumarr: There is no provision made for them to re-elect? 

Mr. EncuisuH: No, no. | ; 

The AcTiING CHarrMAN: Have you some questions, Mr. Hazen? 

Mr. Hazen: No. 
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Mr. Jackman: Is there anything to be drawn, Mr. Matthews, from the 
paragraph on page 21 at the top, which reads: 

. No provision has been made on the balance sheet by way of an 
account receivable from the dominion government anticipating a par- 
liamentary vote to cover the aforementioned net deficit of the air lines 
as at the 31st December, 1947. 

You merely call it to our attention? 

Mr. Marruews: Yes. We did not know what the intention was. It would 
make a difference, obviously, to the current asset position of the air lines if 
they were to draw that down. As in the railways, the deficits are wiped out; 
and any balance due goes back into current assets. In the case of the T.C.A. 
we simply wanted to make it clear that it was not done. 

Mr. Nicuotson: I move the adoption of the report. 

Mr. Warren: I second the motion. 

- The Actinc CuarrMan: It has been moved and seconded that this report 

be adopted. All those in favour? 

Carried. 

Mr. Jackman: What do the air lines expect by way of a budget for next 
year, particularly on P. and L. account? 

Mr. McGrecor: The position of the air line has been, so far as P. and Le 
account is concerned, that there were so many features that could not be 
definitely determined, particularly in connection with the delivery of new 
types of aircraft, we felt that budgeting, with that extreme unknown in the 
picture, including maintenance cost involved with the new type, which could 
only be determined by experience, that we would simply be drawing a picture 
which might or might not bear any relation to what would take place. 

But now that budget arrangements are being undertaken this year, we 
can say that after 1948 the air line will have a budget. 

Mr. Jackman: I take it that you think you will have all these North 
Stars in operation at the end of the year? 

‘Mr. McGrecor: I think‘we will have them by the end of next month. 

Right Hon. Mr. Hows: Thank you_very much, Mr. Chairman; and 
I also thank the members of the committee. I trust we will have quite a different 
story for you next year. 


The committee adjourned. 
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MINUTES OF PROCEEDINGS 
Tugspay, June 22, 1948. 


The Sessional Committee on Railways and Shipping, owned, operated and 
controlled by the Government, held an executive session at 10 o’clock this day. 
Mr. S. M. Clark, chairman, presided. 


Members present: Messrs. Clark, Emmerson, Hazen, Hlynka, Jackman, 
Lockhart, McCulloch (Pictou), McLure, Moore, Mutch, Warren. 


The chairman read correspondence exchanged between Mr. A. C. Vaughan, 
chairman of the Board of Directors, C.N.R., and Mr. Hatfield, M.P., the clerk 
and Mr. D. M. McCallum of Montreal. 


Ordered,—That these letters be printed as an appendix to this day’s minutes 
of proceedings. 


The Committee proceeded with and concluded its consideration of the 
Committee’s Report to the House. 


With respect to the reference in the report to the T.C.A. Atlantic Services’ 
surplus of $136,303.00, Mr. Hazen suggested that a word of explanation be added 
thereto. 


After discussion, Mr. Hazen quoted, from the C.N and C.P. Railways Act 
as amended, 1936, the duties of the Directors relating to the loading of export 
freight through Canadian seaports. 


On motion of Mr. McLure, seconded by Mr. Warren, the report was adopted. 
Ordered,—That the chairman present the report to the House. 
At 10.30, the Committee adjourned sine die. 


ANTONIO PLOUFFE, 
Clerk of the Committee. 
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APPENDIX 
CANADIAN NATIONAL RAILWAYS 


DEPARTMENT OF RESEARCH AND D&rvELOPMENT 
MontTrREAL, Que. May 11, 1948. 


A. PLOUFFE, Esq., 

Committee Clerk, 

Room 431—House of Commons, 
Ottawa, Ont. 


Dear Mr. PLOUFFE: 

I am enclosing herewith for your file on the Sessional Committee on Rail- 
ways and Shipping 1948, copy of a letter which Mr. Vaughan has written to Mr. 
Hatfield under date of May 6 in reference to the Saint John call of the vessels of 


the Canadian National (West Indies) Steamships. 


With kindest personal regards, I remain, 
Yours truly, | 


M. D. McCALLUM. 


CANADIAN NATIONAL RAILWAYS 


(Copy) 
‘MontrEAL, 6th May, 1948. 


Dear Mr. HATFIELD: 


In the course of the meetings of the Sessional Committee on Railways and 
Shipping last month, you made references to the Saint John call of the vessels of 
the Canadian National (West Indies) Steamships and, in a general way, I 
endeavoured to explain our position. 

I think you were under the impression that our vessels, during the course of 
their call at Saint John, do not load outward cargo at that port. This condition 
did exist during the latter part of the war, but for the past twelve months or so 
every ship that called at Saint John, northbound, loaded outward cargo before 
proceeding to Halifax except two vessels in 1947, and one of these, after dis- 
charging at Saint John, was sailed to Montreal to load. Since the “Lady 
Rodney” and the “Lady Nelson” have been restored to service, loading dates at 
Saint John have been advertised well in advance so that shippers local to that 
port have every opportunity to avail themselves of this service. 

I think too that you had in mind potatoes and perishable shipments par- 
ticularly. There is a difficulty in the handling of these commodities on vessels 
which in the wintertime have to proceed to Halifax, as our Steamship people tell 
me such commodities would most likely suffer damage in freezing weather. 
Assuming that loading could be effected at Saint John without damage, the 
re-opening of the hatches at Halifax for the heavy and continuous loading at 
that point would, in every probability, result in damage at the latter port, and 
altogether our Steamship people do not feel that the use of Saint John for 
perishable commodities consigned to the West Indies is practical under present 
conditions when there has to be a stop-over at Halifax. 
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You mention that it cost shippers 8 cents a 100 more to ship goods to Halifax — 


than to Saint John, and I presume you were referring to potatoes. The informa- _ 


tion which I have received from our Traffic Department indicates that from 
representative points in the Saint John Valley the spread does not reach these — 
proportions. Including the 21 per cent increase recently authorized the com- 
parison is as follows: : 

ee Difference in favour 
From | To Saint John To Halifax of Saint John 


Edmundston “245.5 eee 22¢. 24c. 2e. 
Grand: Halle? se ee 19¢. 220; 3c. 
Woodstock ..... ae a Ree oie 16c. 21c. 5e. 


These are export rates and include top wharfage charges as well as the cost 
of unloading from cars if the potatoes are in packages. 


If I can give you any further information I shall be only too happy to do so. 
Yours very truly, 
(Sgd.) R. C. VAUGHAN. 


H. H. Hatrretp, Esq., M.P., 
House of Commons, 
Ottawa, Ontario. 


Orrawa, May 15, 1948. 
Dear Mr. McCatuum, 


I acknowledge with thanks your letter of May 11 enclosing a copy of a 
letter from Mr. R. C. Vaughan to Mr. Hatfield under date of May 6 supplying 
information requested by the Committee. 3 


Yours truly, 


(Antonio Plouffe) 
Clerk of the Committee on Railways, 
Canals and Telegraph Lines. 


M. D. McCauium, Esq., 
Canadian National Railways, 
McGill Street, 

Montreal, Quebec. 
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REPORT TO HOUSE 
Friday, June 25, 1948, 


The Sessional Committee on Railways and Shipping owned, operated and 
controlled by the Government begs leave to present the following as a 


THIRD REPORT 
Your Committee had referred to it the following matters, namely: 


(a) Annual Report of the Canadian National Railways for the year ended 
December 31, 1947. 

(b) Annual Report of the Cannadian National (West Indies) Steamships, 
Limited, for the year ended December 31, 1947. 

(c) Annual Report of the Canadian National Railways Securities Trust for 
the year ended December 31, 1947. 

(d) Annual Report of Trans- Canada Air Lines for the year ended 
December 31, 1947. 

(e) Report to Parliament of the firm of George A. Touche and Company, 
auditors, for the year ended December 31, 1947. 

(f) Financial Budget of the Canadian National Railways and the Canadian 
National (West Indies) Steamships, Limited, for the year 1948. 


Your Committee held nine meetings in the course of which the said Reports 
were severally examined and unanimously adopted. 


The report of the Railway System disclosed a net income deficit of 
$15,885,194.28. Although gross revenues were only a fraction below their 
wartime peak the continually increasing costs of labour and material prevented 
the Railway from earning its full interest charges. Net income available for 
the payment of interest was $27-9 millions. The interest on bonds held by the 
public amounted to $23-8 millions leaving $4-1 millions available for payment 
of Government interest which amounted to $20-0 millions. The financial budget 
of the Railway System for the calendar year 1948 as submitted to the Committee 
forecast an income deficit of $23-4 millions but as was brought out in the evidence, 
changes in freight rates authorized since the budget was prepared, less additional 
labour and material costs, made a revision of the budget desirable, the net income 
forecast as revised being $6,287,000. This revised figure however, does not make 
any allowance for any wage increases in Canada which may be granted as a 
result ‘of applications which are now-before boards of conciliation. The budget 
forecasts net requirements on capital account of $65,882,200 including $59 millions 
for new equipment. The budget also includes $20 millions for additional 
working capital. The budget was approved. 

The Report of the West Indies Steamships disclosed a net income surplus 
of $522,677. For the year 1948 the budget forecasts a net income surplus of 
$590,000, also that the net requirements on capital account are $30,000. The 
capital budget will be financed from the Vessel Replacement Fund of the 
Company. The budget was approved. 

The report of Trans-Canada Air Lines disclosed a deficit of $1,761,042 for 
the Domestic Services and a surplus of $136,303 for the Atlantic Services. 

In the case of the latter, it should be pointed out that these operations 
only covered a period of 8 months, that is, from May 1, 1947, to December 
31, 1947. 
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